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Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 
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All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropalitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES 


the College Accountancy Prospectus (stating the examina- For students who wish to participate in linked oral 
| tion in which you are interested) to the Metropolitan 


| 
| 
College (A1), St Albans, or CALL at the London Advisory and correspondence tuition, the Luton College of | 
| 


| Office, 30 Queen Victoria Street, London EC4N 4SX Technology and Metropolitan College now offer 
| (01~248 6874). After office hours (5 p.m. Monday—Friday) these facilities. Please write to: Metropolitan 
| ‘telephone messages are recorded electronically. College for details of various courses available. 

| 


Metropolitan College, St. Albans 


Accredited by the Council for the Accreditation of Correspondence Colleges. Founded 191C 
Member of the Association of British Correspondence Colleges. 
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Incomes Policy for All 


N a market economy, in which prices of goods and 
services are ultimately determined by the forces of 
supply and demand, any intervention by government in 
the form of fixing or holding prices and incomes cannot for 
long be effective. Even in an economy in which all goods 
and services are rationed and the factors of production 


controlled, the forces of supply and demand will ultimately 


make themselves felt. 

It was doubtless such considerations which led Mr 
Enoch Powell to denounce the latest efforts to stabilize 
prices. and incomes in no uncertain terms. Thus, ‘the 
attempt to find an incomes policy is not merely a waste of 
time — it is positively harmful ... it is inherently im- 
possible’. Since Mr Powell would hardly claim, any more 
than this journal, a monopoly of economic wisdom, it 
might be as well to try and understand why the Govern- 
ment has been driven to such measures. 

After all, even the Government does not pretend that its 
latest package will ensure price stability and equity between 
different groups of income recipients. At best, provided that 
the trade unions are prepared to co-operate and the 
Government’s hopes for a 5 per cent growth rate during the 
next 12 months are realized, then the annual rate of 
inflation may be reduced below the level of pay awards, 
thus providing the community with higher real incomes. 

The simple truth of the matter is that, without such co- 
operation from the trade unions, both the hopes of checking 
the pace of inflation and achieving the higher growth rate 
are groundless. The object of the Government’s package is 
to provide the basis for such co-operation. According to 
Mr Heath, this package ‘is tabled at the request of the 
Confederation of British Industry and the Trades Union 
Congress’. In his view it is a ‘just and fair’ proposal; it is 
‘not a freeze, it offers a clear, simple and straightforward 
basis for voluntary agreement between Government and 
the two sides of industry’. 

It is highly improbable that Mr Heath believes today, 
any more than he did two years ago, in the efficacy of such 

































prices and incomes policies for halting the pr 
What then has forced him to act contrary to hi 
pot current, beliefs? The main reasons seem cle 

The first consideration is that - in the absence « 
mental changes in the system of collective bar; 
certain institutions ~ any rational economic poli 
checking inflation would generate a volum 
ment beyond that which the electorate is 
tolerate. It is for such reasons that the Go 
continued to pour taxpayers’ money into | 
the Upper Clyde shipyards. For the same reaso 
accelerated the closure of many uneconomic p 
the miners’ strike, which made the. indus 
viable than before, just as it has tolerated unde 
ment in certain dock areas and in some 
industries. 

The second factor which compelled the 

change the pattern of its economic. thinki g 
readiness of certain sections of organized laboi 
their power without regard to either the public 
large or the lower-paid and poorer sections of t 
munity in particular. It is believed by many t 
abuse of power has been effective simply 
Government has been unwilling to take th 
and unpleasant measures to check it; in short 
has been preferred to confrontation. 

These considerations remain in the foreground 
there is an initial readiness on the part of the majo 
workers and employers to implement the Goyerr 
latest package ~ and this is a very large assumption. 
unions, such as the local government or tax depar 
officers, which have fallen behind in (be inflatie 
hardly be expected to be satisfied with the same £2 1 ine 
as will be offered to those employees whose unions | 
recently exploited their power to destroy the last lingerin 
hopes of economic stability. 

Nor is the issue simplified by the fact that even those 
unions which have enjoyed substantial gains during the _ 

















s, then the battle to defeat inflation is half 
only if the public does recognize this fact and are 
repared to put up with the inconvenience and 
ship which particular strikes may impose, that inflation 
e checked. The real issue at the moment, however, 
t how inflation can be checked, but rather whether 
public is sufficiently aware of the implications of 
uing inflation to support the Government in the 
that certainly lie ahead. 
ibers of the Confederation of British Industry are 
; divided over the merits and defects of the Govern- 
ckage. A flat rate pay award to workers in a highly 
nt ve industry is a very different matter from 
labour-intensive industries such as textiles and 
tion. On the other hand, for industry in general, 
action of the package lies in the hope it offers for 
sed rates of economic growth. A growth rate con- 
y in excess of anything this country has experienced 
t years offers the prospect of significantly higher 
despite the increases in labour costs. 
ung which offers a genuine possibility of getting 
he present rut of economic drift must be attractive 
at large. With factories working more nearly 
industry can then begin to think more seriously 
nvestment than it has done for the past few 
t the current rate of drift, the prospects for life in 
opean Economic Community are hardly attractive. 
he recent statistics quoted by a correspondent to The 
es suggest, our per capita national income barely puts 
head of such advanced economies as. Libya! The 
may be questioned, but there can be no doubt of 
lecline vis-à-vis our opposite numbers across the 
bo" , 
ile it may be true to stress that, in the longer run, the 
t of particular groups to refrain from actions which 
“exacerbate inflationary pressure coincides with the 
st of the community as a whole, this is not the case in 
ort run where private and public interest clearly do 
coincide. The question is how the Government hopes 




















































ersuade all concerned to pay more regard to their 
r-term interests than to their short-term advantage. 

er all, no one in his right senses can believe that the 
rnment’s package — even allowing for any modifi- 
ations accepted from either the CBI or the TUC - will 
satisfy all sections of the community. Those with a head 


hose who have lagged behind for whatever reason will not 


claims quite as enjoyable. 
-Yet to hope for equity or justice in any such scheme is to 
-cty for the moon. The whole point about inflation and the 


art can at least enjoy the fruits of their earlier successes; 


find the deferment of what they consider to be their just 


advanced economies such as the UK there are more 
acceptable methods. 

Nor sbould it be forgotten that curing inflation is like 
recovering from a hangover. Achieving a happy state of 
near-oblivion on the night before is easy; the recovery 
tends to be painful or, at best, singularly unpleasant. There 
is no golden road to success in the battle against inflation. 

The latest package has at least two minor merits. First, 
it does pay regard to the plight of the lower income groups. 
On the other hand, it can be argued that the economically 
active members of these income groups will be more 
effectively helped by the early implementation of the 
pending system of ‘tax credits’ or ‘negative income tax’ 
than by the proposed flat rate increases. The latter may well 
lead to increased unemployment among the unskilled. 
Secondly, the inclusion of ‘threshold’ agreements ensures 
that, in the event of prices continuing to outstrip incomes, 
further pay increments will be given. The sole merit of 
this aspect of the package is not its contribution to the fight 
against the inflation as such, but rather that it may persuade 
those currently preparing new pay claims to concentrate on 
making up for price increases that have taken place since 
the last award, rather than demanding further increases 
to match anticipated rises in prices. l 

In sum, therefore, the situation is clear. No scheme will 
be equitable as between all sections of the community; one 
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SCHRODER 
FLEXIBLE 
BOND 


A new investment opportunity 


from Schroder Assurance. 


You can recommend Schroder Flexible Bonds As a world-famous merchant bank, Schroders ha 
to your clients with every confidence. Schroder all the expertise and resources required to manage 
Wagg, merchant bankers, have a well proven a Flexible Fund. Their intimate knowledge of home 
record of investment success, and are entrusted and overseas markets is backed by strong inter 
with funds worth hundreds of millions of pounds. tional connexions and depth of investment resear 


FIVE SPECIAL FEATURES 


® A balanced portfolio of equities, 
fixed interest and property. 














® Active management by Schroders’ 
experts. 


® Up to 10% a year free of income 
tax can be drawn. 


` 8 Bonds can be cashed at any time 
_ without penalty. 


. Special tax advantages. 





For full details of Schroder Flexible Bonds, other 
contracts and agency terms please get in touch with 
John Stonham at Schroder Assurance Limited, 
120, Cheapside, London EC2¥V 6DS. 
' Telephone: 588 4000, 

































F. A. CALLABY 
F.C.G.A., F.C.M.A., F.G.1.S. H 
Ithough many books have been written on PRICE: £3 NET 
nagement Accounting, there still remains a need INCLUDING 
a PRACTICAL work on the subject which will 
e) eless make the principles of Management PACKING AND POSTAGE 
counting quite clear. It is believed that this book £3412 (UK) 
hould help the student and the Accountant in >. E 
oth aspects. £3-40 OVERSEAS 


n GEE & CO (Publishers) Limited 
- 151 Strand, London WC2R 1JJ 


Publishers of The Accountant Telephone 01-836 0832 | 






























RIPTION ORDER FORM 


e end The Accountant each week until further notice, commencing with the issue Students’ Concessional 
; f > Subscription 


Date Studentship registered ` 


marserasrónsvstasryviisrarsisnnranesnokenineripesnrererymsatanueeraner 







nter-signature for student's SubSCTIption EE Eech Expiring: 
3 (Principal, head of department, or tutor) 


nittance enclosed £ EE SE 


ates: £20 for two years ` £10°50 for one year; £5-35 half-year. z Professional body: 
nail edition £14-25 for one year; £7-25 half-year. as : ` S 
tudents’ concessional rate £6 per year. : 

THE ACCOUNTANT, 151 Strand, London WC2R 1JJ. Telephone 01-836 0832 _ 
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the past three years. with the record of dividends paid ou 
to shareholders. Nevertheless, dividend limitation is likely 
to be more effective i in the coming months than any curbs 


on pay. 


The crunch will come, assuming that some such package 
is finally agreed between the Government and the two sides 
of industry, when one group of employees decides to claim 
for itself a larger share than the package provides or its 
contribution to increased productivity merits. 
happens then will not be for the Government to decide, 
but for the public for, without public support, the Govern- 





-the e 


What 


Minority Mandate 


FEWER than seven thousand mem- 
bers of The Institute of Chartered 
Accountants in England and Wales 
troubled to record their votes on 17 
resolutions laid before last Wednes- 
day’s special meeting of the Institute 
at Chartered Accountants’ Hall, where 
between two and three hundred mem- 
bers attended in person. During the 
course of the meeting the President, 
Mr D. S. Morpeth, T.D., B.COM., F.C.A., 
expressed his disappointment that 
many more members had not voted. 
Opening the meeting, the President 
Jrew attention to the length of the 
agenda, and appealed for members to 
speak briefly and to the point. In the 
event, ten of the seventeen resolutions 
— the first stage in implementation 
of the Special Committee’s recom- 
mendations for the future develop- 
ment of the Institute ~ were passed 
without debate from the floor. 
Majorities in favour of the various 
resolutions ranged from 81 to over 
98 per cent, the strongest opposition 
being recorded to resolutions Nos 
8 and 11. These dealt respectively 
with enabling powers for the training 
and qualification of accounting tech- 
nicians, and with the admission to 
membership of qualified members of 
overseas accountancy bodies recog- 
nized by the Privy Council. A report 
of the meeting, and a summary of the 
votes recorded on each resolution, are 
set out on other pages of this issue. 
One result of last Wednesday’s 
vote, subject, of course, to its allow- 


ance by the Privy Council, will be the 
disappearance of the present bye-law 
100 (e), which requires a show of 
hands to be taken on any resolution 
even where the matter is one which 
can be determined only on a poll. 
Future Presidents may hope to be 
spared Mr Morpeth’s experience of 
calling 17 times for a show of hands 
and immediately thereafter directing 
a poll. Another quirk of the voting 
was the 2 per cent adverse vote on 
the formal resolution No. 17, which 
empowers the Council to accept any 
amendment or modification required 
by the Privy Council as a condition 
of allowing amendments to the bye- 
laws; not to mention the 1-4 per cent 
who, by. voting against resolution 
No. 12, refused to recognize the effect 
of the Criminal Law Act 1967. 


No Standard Partnership 
Agreement 
TAr is evidently no such thing 


as a ‘standard’ form of partnership 
agreement. The Institute of Chartered 
Accountants in England and Wales, 
which has recently had under con- 
sideration the possibility of drawing 
up a specimen form of agreement for 
the assistance of members, has now 
announced that ‘it has not been found 
practicable to cover the likely permu- 
tations in a standard agreement’, 

Once the prospective partners have 
reached agreement on the matters 
to be covered, they are recommended 





convenience that E oarda groups of workers can infi 
upon them, then the end of our problems will be 
Not merely can we hope for an end to the worst asp: 
the inflation, but we can also expect a better oe affa 
in the labour market. j 
This is not the whole of the matter. There is sti 
for the Government to do in the field of unemploy 
labour mobility, housing and regional policy. But, 1 
major problem of inflation is resolved, other policie 
inevitably be delayed. 






















to seek legal advice on the: draf 
of an agreement. The various m 
which might usefully be con 
in such an agreement are set ¢ 
Appendix 2 of the fourth bookle 
the Institute’s ‘Practice Admir 
tion’ series, T) he Constitutiona 
rangements of An Accountant's F 
— available from the public 





post free. 


Smaller Businesse 
in Europe 


ox: of the original Seet 
Britain’s entry into Eur 
Patrick de Laszlo, now cha 
the Smaller Businesses Asso 
is to lead the first group of bus 
men from the small busine 
in Britain to visit EEC headq 
in Brussels later this month. ‘Th 
purpose of the visit is to estat 
contacts with EEC officials in 
directorate dealing with small 
ses, and to gain first-hand kn 
of EEC procedure and. its. 
effects on the independe: 
managed’ business as distinct 
large multi-national. corporat: 
In particular, the SBA gr 
be taking a keen interest in 
jected ‘European Bureau o 
Business Co-operation’ and hope 
obtain detailed information on 
way it would operate. The B 
would be the first of its kind 
Europe, and its aim would be 
establishment of a ‘marriage bu 
for the smaller businesses of Europe 
The visit will be extremely tim 
as it occurs almost immediately a 
the summit meeting on October roth, 
and at a time when the presentation 
of proposals on small businesses in 






















representatives of | any smaller 
nesses who would like to join the 
p should contact Miss Shirley 
ett, general secretary of the Smaller 
Businesses Association, at 6 Holborn 

aduct; London EC" (01-236 2992) 
soon as possible. 


\ NE of the world’s rarer stamp 
ues is to be made this month by 
ustralian Post Office to mark the 
th International Congress of Ac- 
ntants in Sydney. The-issue, of one 
p, will be made on October 16th — 
opening day of the Congress. 
ustralia is — happily — rather less 
sh with new issues than a lot of 
ntries. which. could: be named. 
d, one well-known gentleman 
ad four issues and re-issues on his 
his own country in the past 
. The Australians, however, 


are Option and 
1emes 


CENT announcement by the 
oard of Inland Revenue clarifies 
spects of the legislation on 
option and incentive schemes 
heir application to groups of 


e of the conditions for approval 
_ share option or siare incentive 


oyees Be the company Geh 
ctice, in accordance with an 
taking given by the Chief Sec- 
ry to the Treasury during the 
mittee stage of the Finance Bill 
72, a person who works full-time 
; a director or employee of two or 
jore companies within a group of 
parent and subsidiary or associated 
companies, but not for any one 
company in the group, will be treated. 
eligible to participate in a scheme 
hich is open to directors or employees 
y of the companies for which he 
rks. (By ‘associated companies’ is 





y ne 
thing short of a genuin 


of an abacus on the left and part of the 
printed circuit of a computer on the 
right, with leads running across the 
abacus. Superimposed in the middle 
there is a group of numerals. The value 
of the stamp is seven Australian cents. 

For those attending the Congress. it 
it made easy to acquire copies of the 
stamp and to have letters bearing the 
special cancellation. There will be a 
temporary post office at the venue 
from October 16th to 21st, where both 
services will be provided. 

It will not be too difficult for ac- 
countants remaining in Britain (and 
other places) to obtain copies. They 
can send an envelope addressed to 
themselves, or whoever they wish 
to impress, inside another envelope 
addressed to the Officer-in-charge, 
Philatelic Bureau, 374 Bourke Street, 
Melbourne, Victoria, Australia, 3000, 
enclosing a remittance of 25p. 






Incentive 


meant companies on whose board the 
group is represented because of the 
group’s shareholding or other financial 
interest.) 

In calculating the amount of options 
or shares which such a director or 
employee may take up under the 
scheme, account will be taken of his 
earnings from participating companies 
only. 

A participant in an approved share 
option scheme must not be able to 
exercise his option later. than. six 
months after he ceases to hold the 


_office or employment by virtue of 


which he is eligible to participate. 
He will not cease to do so on taking 
up another qualifying full-time post 
with the same company; and the 
Inland. Revenue will not regard a 
cessation as having occurred so long 
as the participant works full-time 
within a group as a director or em- 
ployee of one or more companies, 
if at least one of those companies is a 
participating company. 





The design of the stamp shows part 









mission on Industrial Relations 





| NSPIRED. va the success of their 
television campaign earlier this year 
(The Accountant, January 27th), the 
Association of Certified Accountants 
intend to present two further ‘com- 
mercials’. One of these seeks to project 
the ‘image’ of the certified accountant, 
while the other gives career details for 
the benefit of prospective entrants and 
their advisers. 

Screening will begin in the Midland, 
Yorkshire and Tyne-Tees television 
regions from October gth, for a total 
of 116 appearances until November 
roth. Market research has indicated 
that the original presentation. was 
highly successful in promoting an 
increased public awareness of the 
certified accountant, and this impact 
was also reflected in an increased 
number of inquiries from prospective 
entrants during the currency: of the 
campaign. 


























































Voluntary Disclosure 


NE of the lesser-known aspects 

of the controversial Industrial 
Relations Act, yet to be activated, 
empowers a registered trade union to 
contest before the Industrial Relations 
Court an employer’s refusal to provide 
specific information. Such information, 
according to the Act, must be relevant 
to negotiations in progress, and the 
cost of obtaining the information 
should be considered in relation to its 
value once it has been obtained. 

The previous Government, which 
at one time entertained ideas of in- 
cluding a similar disclosure require- 
ment in a possible new Companies 
Act, referred the question to the Com- 
in 
‘May 1970. Last week, in its: report 
(Disclosure of Information, HMSO, 
45p) the Commission favoured a 
policy of voluntary disclosure to 
union negotiators, in preference to 
statutory compulsion, and sought to 
lay down guide-lines on what should 
be disclosed and how. ~ 

In the field of financial information, 
the report dismisses the suggestion 
that the Companies Acts and Stock 
Exchange regulations in ‘any way 
inhibit or prevent the disclosure of 
such information to employees; any 
information which is given to share- 
holders or to the Registrar of Com- 
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also to. union neg 
explanations. Other categories of in- 
formation. whose. disclosure is ad- 
vocated by the Commission include 
organization. and activities of the 
employing unit; manpower policies, 
including recruitment, promotion and 
redundancy; pay structure and com- 
parability; conditions of service; and 
prospects and plans. 

Considerable interest has been 
shown in the report, and the initial 
demand for copies was such that a 
reprint had to be ordered almost at 
once. The Secretary of State for 
Employment, Mr Maurice Macmillan, 
has welcomed the report, and is 
believed to favour incorporating a 
number of its recommendations in a 
revised code of industrial relations 
practice. 

A possible consequence of the wider 
dissemination of financial information, 
it is hoped, may be a closer apprecia- 
tion of the role and reward of the 
entrepreneur. Recent utterances — 
including in particular Mr Jack Jones’ 
much-publicised advocacy of prison 
sentences for ‘speculators’ as a con- 
dition of any wages policy — have 
appeared to favour the concept of 
industrial partnership in which wage- 
earners share in profitability, whilst 
responsibility remains with manage- 
ment and any losses with the share- 
holders. 


Equity Investment for 
Swedish Pension Fund 


WEDEN’S national pension fund, 

it has been recommended, should 
be free to invest approximately 1 per 
cent of its resources in selected joint- 
stock companies. This is the effect of 
the report of a special commission on 
the capital market in Sweden. 

Established in 1959 to supplement 
existing old-age pensions, Sweden’s 
national pension fund now ‘stands at 
Kr 51,529 million (approximately 
£4,150 million) and is expected to rise 
to Kr 100,000 million (£8,100 million) 
by 1980. It is suggested that a pro- 
visional Kr 500 million should be used 
for equity investment, for an un- 
specified period. 

Individual investments, according to 
an oficial statement, ‘should in no 
case exceed 5 per cent of the voting 
shares’. 


ROFESSIONAL bodies incor- 

porated in the United Kingdom by 
Royal Charter may encounter some 
difħiculty within the context of the 
European Economic Community, ac- 
cording to Mr Alfred Purse, LL.B., 
F.c.Ls., President of the Institute of 
Chartered Secretaries and Adminis- 
trators. Incorporation by charter is 
peculiar to the UK; there is no exact 
counterpart in the present EEC 
member-states, and it may require to 
be made clear that this form of in- 
corporation is in no way inferior — and 
is, indeed, in some respects to be 
preferred — to incorporation under 
statute. 

Speaking at the CIS autumn meet- 
ing in Edinburgh last week, Mr 
Purse claimed that harmonization of 
the conditions under which profes- 
sional men should be free to provide 
services throughout the enlarged EEC 


: EEC May Pose Problems for hartered Bodies 


was one of ‘enormous difficult 
There were significant difference 
customs, educational systems and i 
fessional standards. In collabor 
with other professional. bodies, 
CIS was making appropriate rep 
sentations to ensure that the s 
cance of incorporation by charter - 
oldest method of conferring corp 
status ~ was fully appreciated. ` 

‘Indeed, in our. system’, 
Purse, ‘the law regards it as sup: 
to incorporation by the leg 
The powers of a body incorporat 
this way [by charter] are lim 
to the extent that the charter expr 
confines them, while a corpors 
established under Act of Parlia 
only has the powers expressly gr 
to it. We must ensure that in this, 
many other fields, British experie 
is used to the benefit of Ve 
whole’. 





Inheritance Tax — the Chancellor Speaks 


HE Chancellor of the Exchequer, 

the Rt Hon. Anthony Barber, 
P.C., M.P., will give the opening talk 
at the one-day conference on in- 
heritance tax organized by The In- 
stitute of Chartered Accountants in 
England and Wales at Chartered 
Accountants’ Hall on Thursday, 
November 16th. The conference pro- 
vides an opportunity for public 
discussion of the Government Green 
Paper, A possible Inheritance Tax in 


place of Estate Duty (Cmnd 493, 


The Accountant, March 30th). 

Mr W. H. B. Johnston, Com- 
missioner of Inland Revenue, will 
talk on the Green Paper. He will be 
followed by Professor C. T. Sandford, 
M.A.(ECON.), of the University of 
Bath, who will give an international 
and historical perspective of death 
duty reform. 

Mr B. W. Sutherland, F.c.a., will 
discuss how an inheritance tax would 
affect estate planning. His talk will 
be followed by a discussion between 
the lecturers and a solicitor, Mr E. 
Belton and Professor C. W. N. Miles 
of the Department of Land Manage- 
ment and Development, University 


The Rt Hon. Anthony Barbe 


of Reading. There will also bea an 
forum with all the speakers ans 
questions from the floor, after 
Mr Dick Taverne, speaking both : 
politician and as Director of ` 
Institute for Fiscal Studies, wil 
the social and economic conglusi 
from the debate. 

Mr Douglas Morpeth, T., Rom 
F.c.A., President of the Institute, w 
chair the morning session and 
Kenneth Wright, M.A., F.C.A., Dep 
President, will take the chair in 
afternoon. 

















me Law. of The United 
ngdom Entry into The European 
on. Market’. The handbook 
d on work carried out by the 
ch Panel on company law of the 
tute’ of . Chartered. Secretaries 
dministrators. 
‘shows just how the Treaty of 
EEC directives and the Euro- 
an Communities Bill will amend 
any law in the United Kingdom. 
are charts comparing existing 
ments under the Companies 
1948 with new requirements 
ight about by entry into EEC. 















- future companies will have to disclose 


‘Companies than’ previously. 


in company law. For 
law relating to contracts 
company is being changed, and jn ` 


more information to the Registrar of 
This 
handbook is an attempt to explain 
what is going to happen, and to 
summarize everything that company 
secretaries need to know about the 
harmonization of company law at the 
present time. 


Copies of the Handbook are avail- 
able from CIS Publications Depart- 
ment, 16 Park Crescent, London 
WIN 4AH, price 30p. 









iy. British businessmen, in the 


- Disinvested and 
Disillusioned 


by An Industrious Accountant 


EVE had a lot of trouble since we adopted our 
isinvestment: policy in the office, despite our 
le objective of obtaining hard cash for old or damaged 
ure. The broken-locked cabinets, cracked-leg chairs, 
sks and defective typewriters didn’t realize quite 
we expected in return. 
‘he office manager listed them at what he considered to 
sonable secondhand values, though I thought them 
low, but an indignant howl went up from my staff. 
ulously high, they protested; nobody would dream 
ffering that level of good money for all that junk. So, 
much haggling, we reduced the sale prices sub- 


ye 

U each, the managing director’s sanction was 
eded to dispose of assets at less than cost price, and he 
jected the new price list out of hand. Ridiculously low, he 
jjudicated ; stick the schedule on the notice board without 
ces and request those interested to tender privately, best 
offer to be accepted in each case. 

— So we did as be said, despite sundry mutinous grumbles 
off the record, and received a surprisingly big reply. The 
best tenders, ‘generally. above the OM’s estimates, came 
` from the non-office staff — to the fury of the accounts men, 




































who’d got together secretly and tendered low in the 
expectation of limited interest. The fortunate winners 
gloated and the losers blamed one another. 

When young Ginger from Readymades demanded a 
refund for what he called a dud typewriter (though our 
grapevine said he dropped it off his Honda) and was 
refused, morale slumped to a sour-faced zero. No, the 
cash flow plus, such as it was, didn’t warrant the exercise. 

Still, disinvestment rang a bell in my mind when I saw 
at home the proliferation of books over the past year or so. 
Shelves and tables bore glossy tomes of French drama or 
well-worn textbooks on. economics, mute evidence of 
undergraduate offspring; paperbacks littered chairs and 
mantelpiece, magazines lay on beds, Sunday colour 
supplements were crumpled under the bureau. 

Clearly, frozen assets lay waiting for liquidation. A 
suitcase was filled with hardback memoirs of self-excusing 
politicians and generals, another with back numbers of the 
National Geographic Magazine and Life, and a duffle-bag 
with digests. Beaming with anticipated affluence, I dumped 
the load on the counter of our local second-hand bookshop. 

A weedy young man fingered them casually and said 
‘£340’. Ignoring my outraged glare, he turned. aside to 
deal with various be-jeaned. and hairy striplings, buying 
and selling. Cash was extracted from, and tossed back into, 
his register without any record; his stocks from wall to wall, 
de luxe illustrated works or dog-eared paperbacks, were 
faded, grimy and enormous. A stout party paid £8 for 
‘Georgian Silver’ while a mini-skirted. fourteen-year-old 
haggled over a bundle of ‘Chalet Schools’. His sale prices 
were startlingly high. 

No accountant will ever establish accurately the net 
profit of that shop, but it didn’t lose on my amateur trans- 
action. I wonder how its owner values his volumes for 
year-end purposes; or how he phrases the year-end stock 
certificate for the Inspector of Taxes. 
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the £80,000,000 society 


RENE Private Compa 
with the ‘personal’ touch tee ae 
If you own a private business that you ` ` 
wish to expand, merge or sell, why not. ` 
contact us for an informal discussion ? 2 


We may be able to help. 
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Head Office: HOLBECK HOUSE, 
105, ALBION ST., LEEDS LS1 5AS. 
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A cause 
clients will 

LAW STATIONER S 
understand E EE 


Draft Memorandum and Article 
supplied by return of post 
Company Seals and Books 
Notepaper, Bills, etc., , print P 
Rubber Stamps ` EE 
All office requisites Ee 


READY-MADE COMPA! JE 


LEWIS, COATES & LUCAS LTD 


P you've never had anything, you never miss it. 

But if you’ ve known a reasonable standard of living, imagine 

the horror of reduced circumstances. 

We help people who have practically nothing — except 

memories of happier times in a-happier age. 

‘Many of your Clients will understand and will sympathise with 

what we are trying to do. Many of them, if you suggest it, 
might like to remember us in their Wills or with a Covenant. 

After all, what greater gift can there be than giving another 

elderly person something to live for? 


DISTRESSED GENTLEFOLK'S eee eee © 
AID ASSOCIATION GE ; 


VICARAGE GATE HOUSE - VICARAGE GATE * KENSINGTON LONDON W8 4AQ 


“Help them grow old with dignity” 
H 


inclusive. 


01-253 2977/8/9 Telex 262687 











PREMIUMS 

Geared to suit individual 
circumstances, premiums 
can be paid ona level 
annual basis, suitable for 
reasonably stable incomes, 
or on a recurring single 
premium basis for those 
whose incomes fluctuate. 
TAX RELIEF 

Premiums are eligible 
for income tax & surtax 
relief within the limits laid 
down by the 1971 Finance 
Act e.g. for persons born 
1916 or later, the maximum 
allowable premium is 
£1500 per annum or 15% 
of relevant earnings, 
whichever is the lower. 


EXAMPLES 

Annual Premium £100 
payable under a with- 
profits Policy. 





























FS Assurance offer a highly flexible Personal 
Pension Policy, specifically designed to meet the needs 
of those of your clients in nen-pensionable employment 


PENSIONS 

Pensions are payable 
quarterly in advance fora 
minimum of 5 years and for 
life thereafter. While 
the policy is written for 
pension to begin at age 70, 
provision is made for 
pension payments to 
commence at any time from 
age 60 onwards. Pensions 
may be arranged ona 
with-profits or ona 
without-profits basis, the 
rates for the latter being 
among the most 
competitive available. 

The with-profits policy 
bonus structure is three- 
tiered, 

a) Reversionary Bonus, 
added to the pension. 

b) Terminal Bonus, based 
on total reversionary 
bonuses at maturity. 

c) Vesting Bonus, based on 
the total pension payable. 


Single Premium £100 
payable each year under a 
without-profits Policy 

Total Pension 


ms | rang 
at entry 


at age 65 


Ca Të | 
Ca TI Ss | 
SC 












£348 


* based on current interim bonus rates 


TAX FREE CASH OPTION 

The maximum tax free 
commutation of pension is 
permitted within the limits 
of the Act-——the cash 
payment must not exceed 
three times the annual 
pension remaining 
payable. 
DEATH BENEFIT 

If the policyholder dies 
before the selected 
pension age, all premiums 
are returned plus 4% 
compound interest, ora 
Widows Pension may be 
paid in lieu. 


To find out more about 
this Personal Pension 
Policy — . 

CONTACT US TODAY. 


LI 


ASSURANCE 
LIMITED 


~. Established 1899 


190 West George Street, ` 
GLASGOW G2 2PA 
Phone 041 -332 6961 





EMBERS of The Institute of 
V IChartered Accountants in England 
and Wales, at a special meeting of the 
Institute on Wednesday of last week, 
approved a total of 17 resolutions framed 
as the first stage in implementation of 
the recommendations of the Special 
Committee on future policy (The Ac- 
countant, August 24th), Between two 
and three hundred members attended, 
and the pattern of voting was plainly 
determined by some 6,700 proxies re- 
ceived beforehand. 


Council elections 


Speaking on Resolution No. 2, which 
provided for the direct election of Council 
members in district society constituencies, 
Mr John Denza, M.A., F.C.A., criticized 
the rigidity with which the proposed age 
limit had been drawn. A candidate 
might be excluded if his birthday fell 
on the wrong side of the line by a single 
day, and he thought that this was 
potentially wasteful of good men. Mr 
K "A Sherwood, F.c.a., hoped that 
district societies would promote the 
nomination of sufficient candidates to 
ensure that elections were of real signifi- 
cance and not merely a rubber-stamp 
procedure. 

In reply to Mr Denza, the President, 
Mr D S. Morpeth, T.D., B.COM., F.C.A., 
drew attention to the power of co-option 
contained in the proposed new clause; 
it would be possible, he said, for a 
suitable candidate to be co-opted for 
less than the full six-year term. The 
provision of an age limit of 64 at the time 
of election for a six-year term would 
be of identical effect with the present 
age limit of 7o years. He noted Mr 
Sherwood’s point, but doubted whether 
it was practicable to procure the nomina- 
tion of more candidates than were willing 
to offer themselves. 


Recruitment and training 


Resolutions Nos. 3 to o inclusive were 
presented as an inter-related group 
affecting the recruitment and training 
of articled clerks. Mr J. V. C. Butcher, 
A.C.A., welcomed. the power in Resolution 
No, 3 for the Council to satisfy itself of 
a practising member’s ability to provide 
proper training before allowing him to 
take an articled clerk; this, he said, was a 


measure for which he had campaigned. 
for’years. He saw it as a move in the right 
direction, although less comprehensive 
that it might be; there was always the 
possibility of a change in the principal’s 
circumstances after consent to take an 
articled clerk had been given, and he 
wanted the availability of suitable train- 
ing to be continuously monitored. 


Mr N. F. Blech, F.c.a., speaking 
for a group of London practitioners, 
demanded to know who was going to sit 
in judgement upon a member’s capacity 
to train articled clerks. The resolution 
appeared to concentrate on ‘the top 
3$ per cent of public company audits’ 
and to ignore the far larger number of 
small clients who would always be 
present. Repiving, the President stressed 
the importance of improving standards 
of education, training and examinations 
‘across the board’; unless the quality 
of training was suitable, the Institute 
would fail to attract sufficient new 
entrants. 


Resolution No. 5 introduced an en- 
abling power under which the Council 
might prescribe certain compulsory 
courses of training by regulation; draft 
regulations circulated with the agenda 
for the special meeting indicate that the 
Council at present intends to use this 
power only in the case of approved 
foundation courses. Mr Denza described 
this as a very sudden conversion from 
the basis of professional training recom- 
mended in the Parker Report [The 
Accountant, May 6th, 1961]; the reason, 
he suggested, was simply a financial one, 
since local authority grants were now 
available for full-time courses on a scale 
that did not apply at the time when the 
Parker committee reported. He recognized 
that the proposed courses were probably 
an improvement, though not for everyone; 
for some, indeed, they might prove 
disastrous, and lead indirectly to the 
erection of financial barriers of a kind 
from which the profession had been 
remarkably free in the last 10 to 15 years. 

He referred also to overseas students — 
some of whom were ‘awful’, but others 
very good ~ who, under the terms of 
the proposed clause, would in future 
find it necessary to come to this country 
and support themselves for a full year 
whilst taking the approved foundation 


‘in the. United Kingdom; this- 


course before even being eligibl 
articles. [A letter from Mr | 
this point was published in 7: 
ant for June 8th.] 

The President replied: that. the 
stitute’s prime duty was to raise sta’ 








principal obligation against“ which 
could not cater for every possibilit 
Mr P. G. Corbett, F.c.a.;° gener: 
welcomed the amended. proposals 
education and training, though he thou 
it unfortunate that these could not h 
awaited publication of the ‘report 
Professor Solomons’ inquiry. Resolut 
No. 6 provided a fixed term of exan 
tion leave not exceeding six mm 
this, to Mr Corbett, was ‘a basic 
cality’ since it took no account 
clerk’s background. He thou: 
it would introduce. an artificial 
desirable bias against. then 
graduate who had not follow 
fessionally relevant degree course. 








Accounting technicians ` 


One of the more contentious pro 
proved to be Resolution No. 8, ° 
empowered the Council. to. organi 
finance and maintain a scheme for t 
training and qualification of accou 
technicians outside membership o 
Institute. Mr Butcher -thought 
accounting technicians were ‘th 
sweatered gentlemen who repaires 
counting machines’; those who w 
for a second-tier qualification woul 
surely require some identifiable s 
Mr R- Keene, F.c.a.,- said that 
resolution would do nothing to: er 
a species of potential employees. wh: 
was at present non-existent, and su: 
gested that the need might be m 
through recruiting students. of oth 
bodies. - n aera 
Mr B. V. Piggott, F.C.A., JDIP.N 
pointed out that the resolution w 
give the Council a wide general autho 
which could be applied in many way 
It involved a radical change in the co: 
stitution of the Institute, which be 
not think should have been put forw 
in the absence of specific proposals.’ M 
Blech argued that the establishment of 
a second-tier qualification should precede 
any further increase in entry standards... 
The whole. question of a second tier, 


a 
























< was continuing to distribu 


ion in 
might operate t 
accused member. He 
Mr CD G. Kelly, 
favoured a disciplinary 
rather than three members. 
the President explained that 3 dis: 
ciplinary panel of the proposed minimum 
of two members could proceed with the 
hearing of a case only with the consent 
of the accused member; it was open to 
the accusud to insist on the presence of a 
panel of three. The appeal committee 
would also remain at its present strength 
of five members, including the President, 
Deputy President and Vice-President. 
Resolution No. 14, which increased 


een considerable activity in ` 

ion from other recognized bodies 
accountants. He also reminded the 
ing that, under the terms of 
present resolution, members of the 

ting technician’ grade would not 
embers of the Institute, and, in fact, 
‘Privy Council would. be most 
likely to approve such a step. l 









panel of five 

























plinary procedures 
The proposal in Resolution 13 to reduce 
size of a disciplinary tribunal below 
present figure of five came under 
titicism from Mr R. H. Wilson, A.C.A.; 
t was, he said, the only one of the day’s 
lutions which he would vote against. 
“was generally little interest in 


In reply, 


the time allowance in respect of notices. 





ER papers to 
members by bulk rebate mail; if so, he 
said that the proposal was the most 


frightening thing that he had heard in 


the whole course of the meeting. He 
recalled a previous occasion when the 
then President had been put into the 
position of retailing ‘the usual lies and 
half-truths from the Post Office’ in 
respect of unreasonable delay to the 
annual report, and thought that the 
proposed 48-hour period was’ com- 
pletely inadequate; it should be at least a 
week. 

All of the resolutions, as involving 


changes to the Supplemental Royal 


Charter and Bye-laws, required a two- 
thirds majority, which was comfortably 


achieved in each case. A summary of the 


resolutions and the votes cast is re- 


inary procedures until they affected 
but he regarded the need to be 





to members by post from 24 to 48 hours, 
provoked a comment from Mr Denza, 


produced below. | 







SUMMARY OF THE RESOLUTIONS 















Votes cast Percentage 
; e For -Against| For Against 
Introducing a formal statement of the objects of the Institute; enabling non-members Ze 
‘to serve on:committees of the Council; and enlarging the investment powers of the 




































































Council. 6,792 173 | 9751 249 
: Election of Council members in district constituencies; elimination of the require- 
ment for a show of hands to be taken on any matter. capable of determination only 
on a poll D Ze sii E La E EN De e 96°70 3°30 
. Giving the Council power to satisfy itself that a principal can provide proper training 97°34 2°66 
S Giving the Council-power to deal with all aspects of examinations by regulation 95°40 4°60 
Giving the Council power to prescribe that certain categories of student must attend 
E ‘full-time courses in addition to service under articles 5 gé 91°29 8-71 
“Terminating the temporary arrangements under which a nine-month foundation 
course may count as part of a four-year term of articled service, and making certain 
other changes in respect of study leave and absence SA oe e 93°07 6°93 
Cancelling the proviso (b) to bye-law 49, relating to the number of clerks under 
articles at any one time dé on a Re x s Ke et 96:79 3°21 
Enabling the Council to implement, if thought fit, a scheme for training and quali- 
fication of accounting technicians D GR e vs D De 5,982 85°85 ME 
Transitional provisions in respect of clerks already under articles .. 6,788 179 97°43 2°57 
Reciprocal membership with Scottish and Irish Institutes 6,507 450 | 93°53. G47 
Admission of members of overseas bodies of accountants approved for this purpose by . 
© the Privy Council ` u. du 4 ve e E Sr eg 8180 1820 
cio Elimination of- references to felonies and misdemeanours, consequent upon the 
` ` operation of the Criminal Law Act 1967 . Bee Re ete OF eats 98-56 1'44 
Reducing the size of disciplinary tribunals and simplifying their administration l 92°27 773 
Increasing the time allowance in respect of notices sent by post- from 24 to 48 hours 98-80 ‘120 
Authorizing the use of facsimile signatures on certificates of membership Q5°07 4°93 
Providing for a retired member otherwise entitled to pay £1 subscription to pay S 
instead, on request, a half-subscription and to continue to receive Institute circulars "t 9690 3°10 
pe 13. Acceptance of any changes required by the Privy Council ee E 6,795 145 9791 2'09 








‘Auditors and Share Valuati 


by T. A. HAMILTON BAYNES, 0.B.E., M.A.. | 


INCE the passing of the first Companies Act occasions 

arise when shares have to be valued, usually a difficult 
exercise. It is inevitable that on some such occasions a 
professional opinion of a ‘fair value’ is regarded as most 
unfair by one or other party who seeks redress in the 
High Court. Plaintiffs are rarely successful. The latest case 
of Arenson v. Casson Beckman Rutley & Co ([1972] 2 All 
ER 939; The Accountant, April 6th) is no exception. 

The facts were as follows. The plaintiff agreed to sell to 
the controlling shareholder and chairman his shares 
(between 1 and 2 per cent of the preference and ordinary 
share capital) at a fair valuation to be determined ‘by the 
auditors . . . whose valuation acting as experts and not 
arbitrators shall be final and binding on all parties’. The 
auditors valued the shares in April 1970 as follows: 





s d 

soo 6 per cent non-cumulative preference 
shares of £1 ; 166 13 4 
1,750 ordinary shares of Li 4750 © o 
£4916 13 4 


"The plaintiff transferred his shares on June 12th, 1970. 
On September roth, 1970, a holding company acquired 
the share capital of the company. On January 14th, 1971, 
the shares were offered for sale on the basis of a prospectus 
prepared by the defendant accountants and Price 
Waterhouse & Co. The prospectus placed on the share 
capital a value of £1,699,983, on which basis the plaintiff's 
shares would have been worth over £29,500, i.e., six times 
the ‘fair value’. l 

It was contended for the plaintiff, therefore, that that 
valuation was misconceived and erroneous in one or more 
fundamental respects; was made on a wrong basis in that 
it did not reflect the substantial increase in profits after 
July 1969; was based on an unrealistic value for the 
goodwill; and disregarded the probability that the company 
would in the near future ‘go public’. 

Brightman, J, was not impressed. He referred to the 
formidable weight of authority against the plaintiff and 
analysed a long line of cases beginning with Pappa.v. Rose 
([1871-72] LR 7 CP 32 and 525). 


Arbitrator privileged 


Mr Pappa would no doubt have been surprised that roo 
years later his failure to convince the Court would have been 
instrumental in helping the judge to dismiss Mr Arenson’s 
claim. The argument was about a contract made by Mr 
Rose, a broker: ‘Sold by order and for account of Mr D. 


Pappa to my principals, S. Hanson & Son to arrive, 500 tons’ 


black Smyrna. raisins — 1869 ae fair average quality 
in opinion of selling broker . 


-Byrne case, in his opinion, did not make new law; it wa 


The alleged breach of duty was in omitting to use 
care, skill and diligence in sampling and exami 
raisins, and in certifying that they were not, in his 
of fair average quality. The importance of this case 
much in the raisins as in the reasons given by K 
in dismissing the claim. He said: “The defendant was 
position of a quasi-arbitrator, and so was protected ag 
an action for an error in judgment.’ 

This view was supported on appeal by Kelly, | Ce 
said: ‘Although the arbitrator may be bound by an ex 
contract to deliver his award, he does not undertal 
he possesses any amount of skill... . The parties the: 
must be supposed to see that the person whom they s 
to decide their differences possesses the requisite knowl 

. This action is not maintainable.’ 

"No doubt other accountants in the future. may 
threatened with litigation so it may be as well to lis 
other cases considered in detail by Brightman, J: 

Tharsis Sulphur & Copper Co w. Loftus, 1872. 

Stevenson v. Watson, 1879. 

Chambers v. Goldthorpe, 1901. 

Restell o, Nye, 1901. 

Boynton v. Richardson, 1924. 

Finnegan v. Allen, 1943. 

Rondel v. Worsley, 1969. 


All these cases were decided against the plaints 
Counsel, however, submitted that the notorious Hedl 
Byrne case had decided for the first time that if som 
possessed of a special skill undertook, quite irrespe 
contract, to apply that skill for the assistance of anc 
person who relied on such skill, a duty of care would ari 
and that Pappa v. Rose and its sequels would have be 
differently decided if the Hedley Byrne principle is had 
been known to the courts. 


The Hedley Byrne case- 


The judgment in Hedley Byrne © Co Lid v. ‘Heller 
Partners Ltd ([1964] AC 504; [1964] 2 All ER 575) 
considered so important that the Council of the Engl 
Institute took legal advice on the question of accountan 
liability for negligence in the light of the House of Lo 
decision in that case. A statement, now section V8, was 
sent to all members to be included in the Members’ Ha 
book. (The Accountant, August 7th, 1965): 

It will be remembered that Hedley Byrne & Co Ltd 
acting on information from the defendants (merchan 
bankers), lost £17,000. They sued for damages. In f 
they did not win their case because, prudently, Heller | 
Partners Ltd had by the words they employed effectively 
disclaimed any assumption of a duty of care. S 

In Arenson, Brightman, J, maintained that the Hedley Se 











e - 


f a principle well establish 
‘lier cases. Tt appeared to him that the decisions in 2 
Rose and similar cases were based on a broader principle, 


erely an application of a princip! 


s in the position of an arbitrator with a duty to hold the 
scales evenly between two other parties, it was not ex- 
pedient that the law should entertain an action against the 
opinion-giver alleging an error, whether negligent or not. 
concluded: ‘In my judgment, there is clear authority 
the plaintiff’s claim against Cassons in negligence. is 
conceived, and is bound to fail.’ 


‘he valuation 

pposing, however, that the judge had decided otherwise 
and ordered a new valuation, it would by no means follow 
at any damages would be payable. Of the three points 
ade alleging that the valuation was erroneous: 


e benefit of another country. 


the old Colonial days, when life-time careers were 
pen in the developing world for skilled technicians and 
ninistrators from the more developed countries, the 
ain drain was in the right direction and could be regarded 
a form of aid from the more sophisticated to the less 
eloped countries. Even now, no-one would seek to tax 
r inhibit a movement of talent across frontiers in that 
ral direction, so long as the emigrant was welcome in 
he host country. 
There was also always a cross-movement between de- 
eloped countries, whereby some of the highly-skilled and 
pted of each country liked to spend some, at least, of 
ir professional lives broadening their experience in the 
r. Such cross-pollination of skills and ideas, which is 
ndeed positively encouraged in the academic sphere by 
change schemes for professors and teachers, can do 
othing but good to both the countries concerned. 
Abortion of aid 
Unfortunately, the post-war period has seen a great deal 
Of ‘reverse brain drain’, whereby some of the brightest 
and best of the brains in developing countries have emi- 
grated immediately after completing training, denying 
-their new skills to their home country. This dereliction has 
been especially likely where training has been provided 
overseas under scholarships and other forms of aid by 
developed countries, or under sponsorship from the 


* 


y that where a person, although not an arbitrator, ` 
































vab! 7 ons should have omitted to 

e into account the substantial increase in profits 

after July 1969. Case law points to the importance of 
current trends in profit. — ; 

(ii) It is difficult to know what is meant by ‘unrealistic value 
for the goodwill’. Not even the most sanguine of ex- 
aminers of the Inland Revenue Shares Valuation Division 
could contend that ‘goodwill’ played any part in valuing a 
2 per cent holding. ; 

(iii) It may be assumed that Cassons had heard of re Lynall 
(eo ATC 347) and knew about the importance of ‘the 
probability that the company would, in the near future, 
‘go public’. 





Minority shareholders nearly always have an optimistic 
opinion of the value of their shares. A holder of 2 per cent 
is in an invidious position when the control is in the hands 
of the chairman. 


e recent publicity given to Russia's proposed tax on qualified professionals 
wish to emigrate, regrettable in itself, serves to highlight a larger problem 

vich has existed for several decades, where a country at vast expense trains its 
ost intelligent citizens, some of whom then leave to exercise their talents for 


trainees’ own governments. This kind of abortion of aid 
has been the source of considerable concern to aided 
countries generally, but is difficult to remedy. 

One solution advanced is a curtailment of opportunities 
for the students of developing countries to obtain education 
and professional training overseas with, instead, an 
expansion of local educational facilities by substantial aid 
towards building universities and other: institutions of 
learning in the developing world. Students may thus be 
trained at home, and have less opportunity to taste the 
fleshpots of more sophisticated civilisations during their 
training. 

In the Western world, it is not usually practical to keep 
in the country against his will a person whose skills would 
earn him a living in another country, and tighter controls 
on immigration by countries which accept immigrants from 
the developing world are not always feasible. Where a 
student’s education is paid for by his own government, it 
is becoming increasingly common, however, to try to bind 
him by some form of covenant to continue to work for that 
government for a certain period, such as three or five years, 
after qualifying. 

Another partial solution is to afford a student the where- 
withal to complete his studies in the form of loans, rather 
than outright grants. Since, in a developing country, the 
remuneration or professional earnings available to a 
qualified person are often many times greater than those 


Not arrogance. 
The operative word is ‘tell’. 
A Centrum voice - projection 
unit on your desk could tell 
you a lot. Who's doing what 
and where. Centrum could tell 
you in a flash all you need 
to know about your organi- 
sation. Keeps you in touch, 
Yes, really in touch. Your own 
voice commands attention as it 










is projected from the Centrum ` am organisation from 
unit. Right across a room. And. Jitte <T series for 2- 
work needn't stop to give extensions up to the fantastic 
you the answer, a filing clerk AKD 461 that can have as 
up a ladder, a draughtsman in. many as 450 stations. ` 
full draught,a busy loading bay. Centrum system is planned 
Here's telecommunications at our experts to meet : 
its efficient best. Centrum, per. needs, instruction is available 
fected by the vast worldwide ie 
Ericsson group, comes in 
dozens of variations to suit 










More Information ? 
Shoot back the coupon. 


į Tellme quick 

J about Centrum systems EE 
for about extensions. ` 
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Centrum Division Swedish Ericsson 
Telecommunications Ltd; l E 
Viking House, Foundry Lane, 

Horsham, Sussex. Tel: 0403 64166... L mg E 
Member of the world-wide Ericsson Group Wen mmm mm mm Im Wm 9 mn WR 






FOR USERS OF SMALL COMPUTERS ` 


The Current Problem 


For the medium-sized business upwards there is surely only one answer to H 
introduction of Value Added Tax — Computerisation. 


The Task 


The task of preparing for the installation of a Visible Record Computer includes the same initial feasibility study as required 

by He bio main-frame brother. But because of the versatility of these machines it is not necessarily a matter of changing 
` systems to ‘suit the computer; it is a matter of making the computer operate the system. your business is used to at greatly 
reduced cost: The strongest point in favour of these machines is their versatility with records maintained in their conventional i 


















he problem. of coping with the forthcoming 


` form. 
-The Service 
(1) Advice and assistance in the transition to a computerized system including an impartial feasibility study. 


(2) A proper consideration of integrated Data Processing (whilst the problem of coping with VAT may well be the dominant "` 
factor that will lead to a decision to buy or lease a computer it will, of course, only be part of your Accounting and 
Management systems). 

(3) A programming service for certain of these machines particularly specialised programs. Are, for instance, Cost. Account- 
ants fully aware of the full potential of Visible Record Computers in the field of Standard Costing and Budgetary 


Control ? 


-A Special Service to the Profession 
» Our staff come originally from a professional background. We would be pleased to act in liaison with practitioners who 


may need guidance in advising their clients. 


Selective Office Services Ltd. 


26 Victoria Street EEN 
Luton LU1 5DH ki a consultant to call 


1 details of your systems to be sent 


NaN: sence eta ees 





Company 


Address 





12a Finsbury Square 26. Victoria Street 


LONDON EC2A 1BH LUTON LU1 5DH 
Telephone 01-628 6305-8 © Telephone 0582-27082 a 















-a¥iilable to his unqualified brethren, there is a good del 
_ of economic sense in requiring him to repay out of his 


higher earnings the money which made it possible for him 
to qualify, even though at first sight it is distasteful to put a 
student in debt for the cost of his education. The same 
thing happens in substance where a ‘bonded’ student 


decides to buy himself out of the cost of his training. 


These practices are not so very different in kind, although 
very different in degree, from the Russian proposal to seek 
repayment of his education costs from the would-be emigrant. 


Exorbitant burden 


The Russian levy is faulted in several respects. The 
quantum of the levy is unreasonably high, amounting, it is 
“reported, to as much as ten times the annual earnings of the 
would-be emigrant. There appears to be no abatement 
under the Russian proposals where the emigrant has in fact 
served the country for a number of years after receiving his 
education or training. There are reports of tax demands 
having been made on a 72-year-old who presumably would 
have already discharged his debt to the society which 
educated and trained him. 








= The nde nock ‘for knock’ princi 
tacitly observed between developed countries having a two 
way flow of talent, assuming Israel could be regarded as 
country at a similar stage of development (due allowan 
being made for difference in size) as Russia. If Israe 
regarded as less developed, then one might argue th 
there is a moral obligation on Russia, as a develope 
country, freely to allow its technicians and academics - 
help the developing world. a 
Only if Israel were regarded as a more advanced co 
could the tax be justified — and the proposition that R 
with its nuclear armaments and its achievement of being 
first country to put a man into space, must protec 
from a brain drain to tiny Israel, is obviously ridiculo 
The fact that there. has been no two-way brain 
between Russia and other developed countries, apart 
the defection of a handful of nuclear scientists, may or r 
not be a matter of regret to the Russians. It is, how 
a situation which they can correct only by provi 
opportunities and a more attractive academic and scie 
atmosphere for the professors and scientists of West 
countries, ne 


~The levy also offends 1 








Taxation 
Cases 








In re Walley 

In the High Court of Justice (Chancery Division) 
‘October 2oth, 1971 

(Before Mr Justice UNGoED-THomas) 


Estate duty — Will — Direction to pay ‘testamentary expenses... 
-and all death duties’ out of residue ~ Gifts in will all personalty — 
Inter vivos gifts of money and nomination of savings account — 
Whether estate duty to be borne by beneficiaries or paid out of 
residue ' 

By her will dated October zoth, 1963, a testatrix bequeathed 
her estate on trust to sell and pay her “funeral and testamentary 
expenses and debts and all death duties’, and to hold the net 
residue for five named beneficiaries. In 1967 the testatrix had 
made pecuniary gifts to the five beneficiaries, and in 1964 she 
had nominated one of them as the donee of the money in her 
Post Office savings account at her death. The nomination took 
effect on her death on October 15th, 1968. 

` TEe executors took out a summons to determine whether the 
estate duty in respect of the five pecuniary gifts inter vivos, and 
‘the Post Office money, should be borne by the residuary estate 
or by the five donees-and the nominee. , 

Held: as the expression ‘testamentary expenses’ included 

estate duty on personalty, and as the gifts in the will were all 
gifts of personalty, the direction to pay death duties would be 


“otiose unless it referred to the gifts iter.vivos including the 


Post Office moneys; the direction should be given.as limited an 


- Finance Act 1894 and section 14 (a) of Finance Act 1914. 


application as avoided the reference being otiose; i.e., limite 
such gifts as became fully effective on the death of the testat: 
namely, the money in the Post Office account, and shoul 
apply to the gifts inter vivos. E 


Bunbury v. CIR ; 

In the High Court of Justice (Chancery Division) 
October 8th, 1971 i is 
(Before Mr Justice PENNYCUICK) . 


Estate duty ~ Settlement ~ Life-tenant’s share settled on surv 
husband and three children ~ Death of daughter — Life-tenant 
husband then entitled equally to her reversionary interest in the sei 
share — Husband predeceases life-tenant — Duty then paid on 

of daughter’s said reversionary interest — Death of life-tenan 
Whether duty payable on whole of daughter’s said reversi 
interest, or on half — Finance Act 1894, section 5 (2) and Financ 
Act (1909 and 1910) Act 1910, section 55 and Finance Act 1 
section I4 





His trustees were directed to divide.a testator’s residuary 
equally between his one. son and two daughters. Each daug 
share was settled on her for life and on her death to any sur 
husband, and subject thereto in equal shares: for her chil 
Estate duty was paid on the testator’s death in respect oi 
residuary estate. ae 
One of. the daughters, Katherine, married Sir’ Cha 
Bunbury and had three children. One. of them, Pamela, d 
unmarried aged 21. Sir Charles and Lady Bunbury thereupo: 
became entitled equally to, Pamela’s one-third reversi 
interest in Katherine’s settled share. Sir Charles died intest 
and duty was paid on his half share in Pamela’s. reversion 
interest in Katherine’s settled share. On Katherine’s de 
estate duty was claimed on the whole of her one-third settle 
share. E 
It was contended for the executors that as estate duty had bee 
paid on the testator’s death and on the death of Sir Charles, th 
half of Katherine’s settled share, which had passed into Pamela 
estate, was exempt from duty pursuant to section 5 (2) of th 











It was contended for the Revenue that the exemption in 






ection 5 (2) of the 1894 Act was restricted by ZS 
e Finance (1909-10) Act 1910; and that there was nothing 
‘section 14 of the Act of 1914 which altered that result. 

Held: the contention of the Revenue was correct. . 










Malaysia Comptroller-General of Inland 
Revenue v. Knight 

In the Privy Council 
uly 26th, 1972 

fore Lord WILBERFORCE, Lord Prarson, Lord KILBRANDON, 
rd SaLmMon and Sir Ricwarp WILD) 


ome tax — Employment — Payment on termination — Whether 
edundancy payment ~ Whether in respect of loss of employment — 
Malaysia Income Tax Ordinance 1947, sections I0, I3 
‘he taxpayer, a surveyor, was employed by a company in 
Malaysia in terms of a written agreement dated August 23rd, 
gs4. The employment was not for any fixed period but by 
lause 11 it was determinable by either party on not less than 
hree months’ written notice. The company would pay the cost 
f the passage of the taxpayer and, in certain conditions, of his 
amily, to Malaysia and, on the termination of the employment, 
yack zo the United Kingdom. 
n February 6th, 1960, the company sent a letter to the 
axpayer and to other staff surveyors, and stated that the 
conditions of service of technical staff had been reviewed. 
hould a staff surveyor become redundant, redundancy pay 
uld be considered, the maximum benefit being limited to one 
month’s pay (based on salary at the date of redundancy) for 
ry completed year’s service, but subject to a minimum 
apensation of three months’ pay and a maximum of 12 
mths’ pay. The letter also dealt with loss of office, stating 
hould it eventually become the policy of the board that 
Xpatriate staff should be replaced by local staff a scheme of 
pensation for loss of office would be drawn up for the board’s 
nsideration. It could not, however, be anticipated what the 
cheme would be, nor could the board’s approval be anticipated. 
‘However, it can safely be assumed that should compulsory 
replacements be introduced staff surveyors would be granted 
mpensation for loss of office on terms not less generous 
than those that apply to redundancy.’ 
“he taxpayer did not make any protest or raise any objection 
Stro redundancy and redundancy pay. 
On November znd, 1965, the board resolved: 

That (a) the Society’s Chief Staff Surveyor, Mr A. R. 
‘Knight, be declared redundant as from December ist, 1965; 
“(b) Mr A. R. Knight be given redundancy pay at the rate of 
< ene month’s basic salary for every completed year’s service 
“<gubject to a maximum of 12 months’ pay. 
he terms of this resolution were communicated to the taxpayer 
tthe company took no steps to terminate his employment and 
‘not give him the three months’ notice under clause 11 of 
service agreement. The taxpayer did not take any action 
gainst the company in respect of its failure to give him the 
hree months’ notice. He left Malaysia for the United Kingdom 
on November 30th, 1965, on which day his employment with 
company ceased. The sum paid to the taxpayer was $28,050. 
He was assessed in respect of this sum by an amended assess- 
ent dated November 30th, 1965. 
` Tt was contended for the Revenue (a) that a new term had 
been introduced into the employment contract by the letter 
of February 6th, 1960, and that the taxpayer by remaining in 
he employment must be taken to have accepted the new term; 
(6) that a variation of the employment contract had been made 
“by the policy of the company on the government’s insistence 
to Malayanize its staff; (c) that the payment was not made 
_ be the company as consideration for abrogating the service 






































ement; (d) the payment was made ‘in respect of \e 
employment’ within section ro (2) (a) of the ordinance. 

-Tt was contended for the taxpayer that there was no evidence 
that he had accepted the importation of a peu term into his 
employment agreement; nor that he had accepted any variation 
of the agreement because of the policy to Malayanize the staff; 
that the payment was made and received in respect of the 
abrogation of the service agreement; and that it was, therefore, 
not ‘in respect of the employment’ within section. 10 (2) (a) or 
otherwise. ; ae 

The courts in Malaysia decided in favour of the taxpayer. 
Held; their decision was correct. 


Royal Bank of Canada v. CIR 

In the High Court of Justice (Chancery Division) 
November 15th, 1971 

(Before Mr Justice MEGARRY) 


Income tax ~ Transfers of income to persons abroad — Notice to 
supply particulars — Whether ordinary banking transactions — 
Scope of particulars ~ Income Tax Act 1952, sections 412, 414 
The bank carried out sales of stock on behalf of its customer, a 
foreign company, and the sales were in amounts ranging from 
£150,000 to £525,000. The bank was to receive the stock, pay 
for it and sell it, and, unknown to the bank at the time, the 
transactions were of the bondwashing type. 

The Inland Revenue issued a notice to the bank, pursuant to 
section 414 of the Income Tax Act 1952, requiring the bank to 
furnish to them full particulars of: (i) the manner in which 
the instructions for each sale were received and the names and 
addresses of persons who gave the instructions, or in any way 
claimed to represent or acted as guarantors of the company; 
(ii) the arrangements in relation to the sale including names and 
addresses of individuals concerned for each party to the arrange- 
ments; (iii) the names and addresses of the persons who were 
known or believed by the bank or any officer, employee or agent 
of the bank to have had control of or a beneficial interest in the 
company; (iv) the representative of the company with whom a 
certain interview was thought to have taken place. The bank 
took out a summons to determine whether it was bound under 
the section to furnish ‘all or any and, if only some, which of the 
particulars’ required by the notice. 

Held: (i) the word ‘particulars’ in the phrase ‘such particulars 
as they thought necessary’ in section 414 (1) meant items or 
details or points and its scope was limited only by the words 
‘as they think necessary’; so that if the Revenue thought it 
necessary to obtain certain particulars for the specified purposes, 
Parliament intended them to be able to obtain that information; 
and accordingly section 414 (1) was wide enough to authorize all 
the heads of the notice; (ii) the question as to what transactions 
were ‘ordinary banking transactions ... carried out in the 
ordinary course of banking business’ within the exemption in 
section 414 (5) were not matters of such notoriety that the 
courts would take judicial notice of them, but was a question 
of mixed law and fact as to whether the transactions in question 
fell within the statutory phrase; (as was admitted) the burden 
was on the bank to establish that the case fell within the 
exemption; because it had failed to establish that the transactions 
were ‘ordinary banking transactions’, the bank did not come 
within the exemption, and was accordingly bound to furnish 
all the particulars required by the notice; (iii). the. wider. the 
powers Parliament confided to the Inland Revenue, the more 
important it is that the Revenue should. not. exercise those 
powers in a burdensome or oppressive way; (iv) where, as here, 
the requirements were contained in a notice divided into 
numbered paragraphs dealing with different matters, the 
invalidity of some of the paragraphs did not infect the other 
paragraphs so as to make the notice a bad notice altogether. 








The Captive Insurance Compan 
i Profit Centre or Myth 


A FOOLPROOF method of quickly establishing 
ATN which new management technique is currently in 
vogue is to measure attendance at seminars to promote 
such techniques. A seminar organized by the American 
Management Association on Captive Insurance Com- 
panies last September broke all records for attendance at 
an AMA seminar. 

Running an insurance company is not generally re- 
garded as fun and until the last few months most people 
would not have thought of it as an easy way to make money 
= unless one did not intend to pay claims. Why the headlong 
rush to have one’s own ‘captive’ insurance company? — 
for a ‘captive’ is an insurance company established by 
industrial or commercial organizations to underwrite their 
own. insurances. 

To understand the attractions of captives one has to 
look at the insurance needs of the typical large company. 
As companies grow in size they are, at least in theory, able 
to absorb out of annual budgets many losses that in earlier 
years would have been insured. Insurance for small losses 
is very expensive, and the buyer will find himself paying 
one and a half or twice the amount of losses in premiums. 
The buyer doesn’t need this kind of protection but he 
does need to cover himself against catastrophic losses. In 
practice it is easy to buy the cover for small insurance 
risks, but it can be very difficult to purchase protection 
against all the catastrophic or even large risks faced by 
industry and commerce. 


Increased premiums 
Many buyers have faced large premium increases in recent 
years, perhaps occasioned by the losses of other firms in 
their industry. Professional firms such as. architects and 
engineers are finding it difficult to meet the cost of full 
insurance. Gradually a more sophisticated approach to 
commercial insurance buying is emerging, with insurance 
becoming a financial rather than a purchasing function. 
` Higher costs, unavailability of cover for some needs and 
restrictions on cover provided have led financial men to 
analyse their insurances on a ‘cash flow’ basis, taking into 
account the amount and timing of payments and receipts. 
One does not need to be an insurance professional to 
be able to distinguish between three types of loss. First, 
the small frequent loss whose frequency and severity can 
be calculated with a large degree of confidence and can be 
absorbed within operating budgets. At the other extreme, 
the very large and very infrequent but potentially catas- 
trophic loss which if uninsured could ruin any firm. 
‘Every company should purchase insurance protection, if 


_ captive. The insurance market may not be willing or ab 


by J. E. BANNISTER, F.C. 


available, to cover itself for such large catastrophe expos 

In between these two extremes is a large area wh 
losses are substantial and infrequent, making predi 
in terms of extent within a single year impossible. The 
lem here is in having sufficient liquidity to carry the los 
when it occurs. Many such losses could be absorbed 
the particular firm if they had sufficient liquid resow 
at the time of loss but the loss may come at any time 
be of any extent within a very large range. Ges 


Other considerations 


In considering insurance financially, there are oth 
background considerations. Is the risk well spread? OH 
can average out the losses on a large fleet of motor vehi 
or a big chain of shops, but some firms have hea’ 
centrations at a small number of locations. Can the 
of possible loss be estimated? This is not too difficu 
property coverage where the object insured. such 
factory, ship or aircraft has a definite value and o 
calculate the effect on profits of losing it; it is 
harder to estimate the maximum legal liability of 
enterprise whether to its customers, employees or 
general public. Here past experience is little guide as valu 
amounts at risk and legal awards are constantly changi 
It is easy to look at one’s past loss experience and decid 
that the insurance industry is making too much profit o 
of selling insurance. The practical problem is to decid 
whether one’s past experience was representative, 
whether one had been lucky. Is there sufficient frequenc 
to predict loss accurately and how much do I need 
reserve to meet these losses? What is the possible. map 
of error? "0 
Previous loss experience is at best a crude guide 
future losses. The same losses occurring today would cos 
more, so that one has first to update the figures to-allow fo 
inflation. Then it is necessary to allow for any increas 
in exposure — there may be more lorries or depots at ris 
today and in the absence of any compensating factors o 
would expect a proportionate increase in incurred | 
The risk itself may have changed — perhaps productio 
processes are different, or a new law may have increase 
exposure to legal claims. ty aes 
This general approach is probably adequate where ther 
is sufficient frequency of claim, but other situations may 
lead companies to consider the formation of their ow 







to offer the company the insurance cover it needs. Forming 
a captive makes possible the handling of some of these _ 
risks, and the fact that the parent is carrying the first part — 





+ 





of its own losses, through a captive, ma 
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ting and. cover between original or direct insurers and 
‘insurers, and a captive will give access to a market that 
may be more receptive to the risk. 
In other cases, the firm may feel that the price and 
nditions required by the market make insurance un- 
nomic. This is often the case with the professional 
demnity risk where the premium seems unwarrantably 
h in relation to the loss history, and the well-run 
professional firm sees itself paying for the losses of others. 
elf-insurance, with or without a captive, shows a willing- 
ness to back one’s confidence in the proposition that the 
firm is a better than average risk. 


urance reserves 


\fter deciding on a degree of risk retention, the next step 
is to consider how much loss can be absorbed each year 
on a ‘maintenance’ cost basis, treating these losses as a 
business expense and meeting them out of operating 
udgets. Above these frequent and largely. predictable 
it relatively small losses, there is the loss that is more 
ere, less frequent and more difficult to predict. It may 
e possible to accept these losses if one can create a reserve 
spread their impact. 
The biggest problem in establishing reserves to spread 
these losses is that in practice reserves are allocations 
profits that have borne tax. One can make provision 
irect from revenue for a loss that has been experienced 
t has not yet been paid, but this is of no value in spread- 
g loss. Insurance companies have the advantage that 
'y can retain premiums in the premium fund to meet 
ossible but as yet unincurred losses. There are restraints 
n their ability to do this with untaxed funds, but they 
ive a big advantage compared with the self-insured 
md of a non-insurance company. 
Many captives are established to take advantage of this 
ax deductibility of insurance reserves. Premiums paid to 
1 insurance company (even one’s own company) are tax- 
deductible for the payer whereas if one does not insure 
one can only deduct incurred losses. This is an important 
advantage for the self-insurer. Its application in practice is 
limited by the fact that it is difficult to form and operate an 
insurance company as it requires many skills not normally 
found in an industrial company. An even bigger limitation 
is that in most countries insurance companies are subject 
to quite strict regulation and control. 
` To give a brief picture of the problem, the insurer has 
to be able to assess and rate the separate risks and, having 
fixed a rate, he must draft his policy to express his in- 
tentions. Usually he will be unable to retain all of the risk 
and will need to arrange reinsurance for the excess. Claims 
reed skill in handling and settling. There are a host of 
legal and accounting requirements, which in some countries 
include compulsory participation in sub-standard risks. 
Offshore captives provide an answer to some of these 
_ problems, A number of countries provide special facilities, 
including freedom from most taxation and regulation, 
for insurance companies that limit their acceptances to 
overseas risks. Taking Bermuda as an example, taxation 
“for exempt companies is limited to a flat company tax of 
about {£200 each year and regulations are much simpler 


. 


erest than those i 
ers in. participating. There. are big differences in Con i ; í 
‘captive insurance companies for the parent industrial 


) the UK. Already Bermuda has a nurbat 
local companies that specialize in the management of 







































or commercial concern, in return for an annual fee. 
One must emphasize that running a captive with the aid of 


a management company still involves careful decision 


making, and not only in the choice of management com- 
pany. A typical company has an unbalanced portfolio of 
risks. Its properties may consist of a small number of 
large and valuable factories, and the ability to retain risk 
may therefore be very limited. If you have a factory valued 
at £20 million, and your fire insurance rate is 124p per cent, 
it will take a great many years to pay for one big loss and 
it may be best to leave the risk fully insured. At the other 
extreme {20 million of retail shops spread over 400 loca- 
tions gives a better spread of risk. If the rate is much higher 
there may be more chance of improving losses and making 
a big saving by assuming perhaps the first £100,000 of 
each of the 400 separate risks. 

Once the retention level has been fixed, there are other 
problems, Insurance companies are not very keen on losing 
the bulk of the premium and being left with just the catas- 
trophe risk. Re-insurers do not welcome all captives. Some 
big reinsurers also underwrite direct business. They will 
not want to lose direct business and replace it by reinsur- 
ance. The reinsurer may well be suspicious of the new 
captive — they may doubt its ability to handle its own risks 
or they may feel that it should have a bigger capital to 
back it. 

These illustrations are not intended to show that 
captives are unsuitable. For the medium or large company 
perhaps paying {100,000 or more each year in premiums, 
it is worth considering whether a captive insurance com- 
pany could be a useful financial tool. It may help sub- 
stantially to reduce insurance cost by premium savings or 
recovery of the investment income from premiums. It 
may help to provide insurance cover not readily available 
to its parent in the direct insurance market. Properly 
used, it may spearhead a loss reduction effort inside the 
company that will produce far bigger savings than claims 
reduction alone. 


Preventable Loss 


Loss control will merit underlining. There is a huge 
wastage in unnecessary accidents and fires each year in 
British industry; even the most casual study of claim 
reports will show a great deal of preventable loss. The real 
cost of one accident is not only the material loss — there is 
waste of time in dealing with it and loss of productive 
effort. Time and again one hears the insidious words ‘it’s 
insured so don’t worry’. In fact, each insured loss adds 
future costs to the company in the shape of premium 
increases caused by adverse loss experience. Some large 
operators of motor vehicles take comfort from the fact 
that in a particular year they recover more in claims than 
they have expended in premiums. In practice, this adverse 
balance for the insurer results in a premium increase the 
following year so that, in reality, premiums are being 
driven relentlessly upwards in a vicious circle. 

In some respects the company with a poor loss record has 


most to gain from self-insurance accompanied by rigorous 


loss control measures, as such a company has mest to gain 









from loss reduction and will gain it faster if self-insured 
than if fully insured. The managing director who forms 
his own insurance company often begins to notice the 
hazards in his factories and gets action to reduce loss; for 
loss control in the end is largely management. 

The captive vehicle can be misused for financial manipu- 

lation and the US Government has taken action to limit 
abuse particularly for pure tax avoidance and illicit transfer 
of funds. Bermuda takes a firm stand on financial res- 
ponsibility and checks the probity, standing and bona fides 
of all new operators of insurance companies; whilst 
genuine law-abiding companies are welcome, others are 
not. 
Many insurance people see captives as a fad. Certainly 
they are fashionable at the moment, but many meet a 
real need. Corporations cannot get all the cover they want, 
due to capacity and other limitations in the regular market. 
Properly run captives add valuable capacity to the overall 
insurance market and, if they lead to better loss control, 
make a very real contribution to increased economic 
prosperity and efficiency. 

In many respects they act as a spur to the insurance 
market, which has many shortcomings. Lloyd’s has an 
excellent record of risk-taking, but its capacity in relation 
to the total market has lagged behind overall growth. 
Mergers between insurance companies have reduced 








Practical Guide to Value Added Tax 


by B. SIMMONDS, M.A., C.A., M.B.C.S., G. W. D. RIPLEY, F.C.M.A., 
M.LM.c., and N, A. WILSON, A.C.A. 

Gee & Co (Publishers) Ltd, paperback 45p. 

This new work has been devised by management consultants 
for the benefit of their clients. 

It brings together in readable form all the salient points of the 
VAT legislation and practice so far made public, pointing the 
way towards practical action of a common-sense nature. Just 
at this point of time when the Customs and Excise are pushing 
out numerous leaflets, it is particularly useful to have everything 
one needs to know under one cover, with the businessman’s 
reactions to help one think out future pricing and organizational 
procedures. 

The choice of unit for registration is one which must be made 
shortly, and the possible advantages of using separate companies 
rather than a group registration deserve study. Again, in drawing 
‘up programmes large and small, attention should be given 
to the probable increase in the number of rates, the period during 
which retention of records will be required and the need to 
look to official requirements rather than administrative con- 


venience. A typical programme of action is set out with a ` 


‘time table of necessary steps to be taken in preparation for an 


orderly transition to the new system. Numerous matters are ` 











































capacity and, in general, insurance companies have an 
better record in investment than in risk assumption. 


Professional assistance : 
The traditional market can help new captive insure 
perform effectively. Those of us working in insu 
need to recognize the real needs of the modern corpora! 
With the exception of catastrophe protection, the 
poration’s insurance needs are financial. In the last r 
one is concerned with liquidity to meet fluctuations 
performance resulting from risks. Liquidity is the o 
protection against the effects of commercial risks 
distinct from insurable risks), and we may well see 
replacement of some insurance by credit. e 
Finally, in forming a captive the corporation ne 
professional insurance help. A thorough feasibility stud 
will evaluate the potential and, if appropriate, result in 
plan to form and operate a captive. 


For all but the very large scale operation it will be chea 
to use a management company to manage the captive t! 
staff it oneself. Talking about a Bermuda captiv 
would need at least £20,000 to operate a small Berm: 
office. For less than this sum one could have the servi 
as needed of a large insurance organization in running 
company. BA 


brought up, whether of general significance or relating to 
types of business, e.g., property management, Ay 

This is, indeed, a publication which fulfils its claim to 
practical guide. SÉ 


Executorship Law and Accounts 
by J. N. R. TAYLOR. 
MacDonald & Evans, 55p net. 


This is a handy paperback for students which should be valuab: 
for revision purposes. Writing on this subject is made mor 
difficult than it should be because of the lack of consolidatio 
of the estate duty legislation. The author admits that hem 
have over-simplified some of the problems which practition: 
may meet, but considers that there is little point in confusir 
the student with difficulties which he is unlikely to encounte 
in the examination room. e 

The book was unfortunately published too soon to inel 
the 1972 Finance Act provisions affecting the surviving spo 
and donations to charities. The student will find particular! 
helpful, however, the chapters on. statutory and. equitabl 
apportionments, and the reproduction of the recommendation 
of The Institute of Chartered Accountants in England an 
Wales on the form and content of trust accounts will also E 
useful. 


Partnership Taxation 
by Epwarp E Ray, B.COM., F.C.A. 


Bodley Head & HFL, £4. = 
It is surprising that one has had to wait until 1972 for a handbook 
on the varied aspects of a partnership’s taxation problems. The 
English Institute brought out a booklet in 1966 which the 
1968 rules on discontinuance made obsolete, but Partnership 
Taxation is a much more substantial work. 
The treatment of mergers is perhaps the most valuable feature 








of the widespread ig ce of the Revenue’s attitude 
ed, some who are conversant only with the problems o 

mpanies and sole traders will discover that there are several 
s of partnership administration not recorded in the statutes 
sh can be found out from this book. fo ne ae 
Many of the authorities bearing on partnerships are discussed, 

ough the accountancy practice case of Wetton, Page & Cov. 
twooll (41 A.T.C. 324) is omitted. Again, the appendix includes 
ext of the Partnership Act 1890 and other useful matters, 
in a future edition perhaps space can be found for Rule 79a 
(d) of the Stock Exchange (alluded to in Chapter 9). 
his is essentially a book for a managing partner in a profes- 
nal ‘practice, or a tax practitioner who wants to have every- 
hing he needs to know about partnerships in a tax. context 
rought together for ease of reference. The text is written with 
view to avoiding pitfalls and planning the future to minimize 
taxation without also becoming bogged down in schemes of 
ubtful advantage — indeed the common-sense approach is as 
aluable as the up-to-date information. 




































nternational Tax Planning 

yy Barry SPITZ: 

erworth, 4°50. 

{here are many tax books on the level of office manuals, but 
s rare to find a work of academic standing that might serve 
accompany studies at university level, or which might appeal 
ne with. the disciplined mind of a graduate. Dr Spitz’s 
earned qualifications are amplified by his experience with the 
international Bureau of Fiscal Documentation. 

rawing on a wealth of statute law and treaties, Dr Spitz 
orates his theme in conjunction with illustrations which 
: not simplified textbook examples, but case studies derived 
the decisions of a variety of jurisdictions. The references 
not limited to conventional sources but open up to the 
ent the opportunity to pursue his own researches by 
ducing him to the publications and periodicals through 
‘developments in law are disseminated. 

ough the particular approach to tax planning advocated 
nis work is not the only choice, the purposeful style makes 
xcellent. reading for someone new to the subject. At the 
same time the tabulations and methodical layout enable the 
user to learn directly without first having to condense narrative 
nto notes, 

Practitioners such as the tax expert in a single national area 
will broaden their outlook both by considering the attitudes 
tuck in other administrations and by the common-sense 
nders that in the end any supposed tax advantage, probable 
yf doubtful, must be weighed as impartially as may be against 
commercial and personal factors no less important because 
ten less measurable. 


-apital Issues with Adjusted Prices 1965-72 
1 Group, £17. 


The most tiresome aspect of capital gains taxation is the time 
nd effort which has so often to be expended in tracing the cost 
rice of assets, particularly when they have been held for many 
_years. As far as securities which were quoted on British and 
Trish stock exchanges at the base date in 1965 are concerned, 
he Extel capital issues service provides invaluable aid: This is 
_ particularly the case where in recent years an original holding 
“has been supplemented by scrip, then the company has been 
taken over for a new stock and so on. Taking into account the 
ractice of quoting in the new pence, it is clear that any guide 
-tothese facts can hardly be dispensed with. 

The new edition, the seventh, is divided into two. volumes 
_ alphabetically, including unit trusts as well as individual stocks 


the prices up to April sth, 1972. The above price includes three 


nd shares, incorporating all the changes which have affectd 





supplements which up-date the volumes during the year. 


Management Decisions and the Role of 
Forecasting 

edited by James MORRELL. 

Penguin Books, 6op. 


This is one of the Pelican library of business and management 
studies and provides a comprehensive guide to business fore- 
casting and its usefulness to management. 

The book consists of 13 essays by diverse contributors and 
their subject matter ranges from an evaluation of the statistical 
raw material required for such purposes to the problems of 
forecasting the balance of payments and public sector spending. 
On the purely business side of the subject there are essays on 
profits forecasting and sales forecasting, as well as an intro- 
ductory essay by the editor on business forecasting generally, 
This is quite a substantial volume into which the various authors 
have put a good deal of interesting material. It is certainly very 
good value for money. 


Standard Statistical Calculations 
by P. G. Moore, E. A. SHIRLEY and D. E. EDWARDS. 
Pitman Publishing, £220. 


This is the second edition of a book which first appeared seven 
years ago. Unlike the average statistical textbook, this work is 
devoted solely to calculations at a fairly sophisticated level. It 
is not, in short, a beginner’s book and is designed to assist the 
manager or statistician who understands these techniques. in 
principle and wishes occasionally to apply them. pas! 

The method of exposition is to set a problem situation which 
may arise and then to set out clearly, line by line with explana- 
tory comment, the workings. For any manager who studied 
statistics in his earlier years this is a good book. particularly if 
it is used in conjunction with one of the standard texts to refresh 
the memory on the basic theory. 


RECENT PUBLICATIONS 


Company Reports AND AccouNTs ExpLaINep, by Frank H. 
Jones, F.C.C.A., F.C.LS. viii+-100 pp. 84 x 54; Heffer, paperback, 
L150. . ; d 

Tue BustnessMAN’s: Wire, by Mary Bosticco. 98- pp. 74 44. 
Business Books Ltd, paperback, sop. art 

Economics oF Pusiic Finance, by L. Hey. vili--159 pp. 
84x 54. Pitman, £2°50, paperback, Zog, 

ACCOUNTING FoR MANAGERIAL ANALYSIS, by James M. Fremgen. 
Xvi-+532 pp. 9x6. Richard D. Irwin, $11.95. 

Business Cost-Brnertr ANALYSIS, by R. F. J, Dewhurst. x-+ 288 
pp. 9x 6. McGraw-Hill; £4-90. oye 

Wo Owns Wom (INTERNATIONAL SUBSIDIARIES or U.S. 
ooe vii+-462 pp. 10X74. O. W. -Roskill & Co Ltd, 

10°50. 

THe Law RELATING TO BANKING, second edition by T. G. Reeday. 
xxxiv -4-453 pp. 84 x 54. Butterworths, £4-40, paperback, £260, 

Tue Game or Bupcet ConrtroL, by G. H. Hofstede. 363 pp. 
7% x s; Tavistock Publications Ltd, paperback, £1:25. 

FUNDAMENTALS AND PREPARATION OF ACCOUNTS, by John Kellock, 
CA. x-+182 pp. 84 s54. Heinemann, £2-90, paperback, £150. 

PARTNERSHIP AND OTHER SPECIAL Accounts, by John Kellock, 
C.A. x--221 pp. 84 x 54. Heinemann, £325, paperback, £1-75. 

Company Accounts, by John Kellock, CA x+205 pp. 84x 54. 
Heinemann, £3°25, paperback, £1775. 

Fortron Excuance, by Rudi Weisweiller, 132 pp. 8} 54. 
Allen and Unwin, £275- e ; 


These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The City Library, 151 Strand, London WC2R iJJ. 












FINANCE AND COMMERCE 





_ New-style Accounts 
for Frank Mason 


"HIS year the report and accounts of Frank Mason & Co, 
į outdoor advertising contractors, have been, in the words 
of the chairman, Mr H. J. Mason, ‘substantially modified’. 
he layout and presentation is in fact almost all new, and very 
much better than the old form. 
- In one respect the report follows the old style and that is 
‘in having Mr Mason’s statement with the accounts in a separate 
leaflet. There must be a reason for this and it possibly is that it 
allows the chairman to bring his statement right up to date. 
The accounts for the year to last March, it:may be noted in this 
context, are dated August 29th whereas Mr Mason puts 
‘September 1972’ at the foot of his statement. A year ago, 
incidentally, the accounts were dated September 2zoth and Mr 
Mason’s report was dated ‘October’. 

There has been an improvement in timing this year, probably 
because during the 1970-71 financial year the company was 
obliged to move out of its central London premises and to 
establish new head offices in Thornton Heath, which is in 

«< Surrey or South London according to whether or not you 
` livein Thornton Heath. 

The move, although inevitably causing upheaval at the time, 

_ has been instrumental in giving the Mason organization a more 
streamlined and efficient central administration and Mr Mason 

iow able to comment that ‘our move to Thornton Heath has 

ed to be a wise one, and has presented no real difficulties 

` i maintaining our essential contracts with large national 
` advertisers and advertising agencies in Central London’. 

















Confidence confirmed 


A year ago Mr Mason admitted that he had never been more 
_ confident of the future of the company, and the 1971-72 results 
«fully confirm that confidence. And in commenting on the doubled 
trading profit Mr Mason compliments Mr ‘Freddie’ Frost, 
the managing director, on a successful first. full year in office. 
Advertising is a fluctuating industry depending on economic 
` trends, national and international. Further than that, Mason’s 
business in outdoor advertising contracting is subject to periodic 
tenders to renew the franchises under the company’s control. 
The move to Thornton Heath which meant changes in 
administration = a 15 per cent reduction in staff for one thing ~ 
has clearly caused some tooth-combing within the organization 
and this shows up in the accounts. For example, at March 
31st, .1971, contracts and goodwill appeared in the parent 
company’s accounts at £450,958. Those- particular contracts 
and concessions capitalized many years ago have long since 
lapsed and have been replaced by others. The board has 
` reviewed the valuation of existing contracts and concessions 
with. professional advisers and has decided to write the item 
“down out of available reserves to a figure of £300,000. A further 
small write-down has occurred in the accounts of subsidiary 
companies. 
Another overdue clearing up is the merging of the parent 
company’s general reserve of {£200,000 with other unappro- 
priated revenue profits under the description of retained profit. 


Another clearing up item concerns the requirement under most. - 


_ of the company’s concessions with corporation transport under- 








takings to paint out or 








































remove. the advertisements. and 
the buses to the original livery colour. Mr Mason exi 
that over the years a provision has been built up for thi 
amounts to £23,215. But in over twenty years the cor 
has not been called upon to carry out this painting out or re 
process, and on the concessions that have been lost th 
pany has been able in most cases to sell the advertisemen 
successors. Mr Mason says ‘It is felt to be extremely ù 
that any corporation would cease to allow advertising o 
vehicles in view of their obligation to keep fares dow 
minimum. We have accordingly decided to write. ba 
provision as.no longer required’. 


Advertising on buses is the company’s main and tradit 
sphere of operation. Several franchises have lately be 

newed on improved margins and ‘a practice of regionalizati 
is leading to increased efficiency. A new development i 
introduction on a national. basis of the ‘all-over painted 
that is becoming increasingly familiar in Central Lon: 
has also been introduced in Birmingham, Brighton, 

ham, Glasgow and Preston and naturally Masons expec 
idea to spread. Te 








New development 


Another ‘new development for Masons is contracting fo 
vertisements in sports arenas. An associated company, A 
Sports Advertising, has been formed during the current 
following Masons’ appointment as joint contractors for Wemb 
Stadium. One of the first successes of the new company. 
franchise with Glasgow Celtic which Mr Mason boldly deseril 
as ‘probably the most successful soccer team in the U 
Kingdom’. EE 

This business refers to those advertisements round fi 
grounds that the BBC cameras cannot help showing.o 
non-advertising screens. Competition in this new fiel 
tense indeed’, Mr Mason comments, and ‘there are i 
that the Football League themselves are endeavouri 
space at certain grounds’. This development is being care 
followed but Masons are not unduly worried in so fa 
majority of the company’s concessions are under. contrac 
some time ahead. er 

Australia is the company’s. overseas operational sp 
Frank Mason & Company (Australia) Pty being 100 pe 
owned. The associated company not consolidated is the 
Tinting Company of Australia. Pty in which Masons 
33% per cent. Last year was ‘a good one’ for the: Austi 
operation and continued development is anticipated there 
in South East Asia as a whole. 








Dollar Land Accounts 


Te. incredible company Dollar Land Holdings: rea 
something approaching credibility with the issue to s 
holders of accounts for 1970 and 1971. So far as accoun 
concerned, therefore, shareholders are virtually upto 
and that is an achievement of no mean magnitude by the pr 
board of directors and the auditors, Chalmers, Impey &: 
who are now auditors to Dollar Land Corporation, the Canadi 
property operating subsidiary. E 

The Dollar Land Holdings’ directors in their report say tha 
improved control over the group’s accounting and progress! 
clearing of the backlog of work has resulted in the complet 
of both 1970 and 1971 financial statements, and has also enab 
the parent company’s board and the board of the Canadia 
Corporation ‘to take the necessary action to obtain and mak 
available the records and documents of the evidence: of titl 
to properties to the satisfaction of the auditors’. l n 

Consequently, the qualifications and reservations in the. 

















ion and related actions involving properties in the United 

ates is determined. 

“This litigation will determine what losses, if any, may result 
nd, more. particularly, will effectively. rule whether, in view 
f the. present financial position of the companies and the 
stence of the legal actions, principles of accountancy ap- 
licable to a going concern, which have in fact been applied, 

uld be followed. 
The directors fully concur with the opinion expressed by the 
itors that until the American litigation is concluded and the 
roperties revalued it will not be possible to present accounts 
ach. are not qualified. Nor until then will it be possible for the 
ditors to express an opinion as to whether or not the accounts 
d consolidated accounts show a true and fair view of the 
tate of the group’s affairs. 
Chalmers Impey in their report point out that financial 
atements of the subsidiary companies incorporated in the 
Jnited States; whose assets represent the major part of the 
ups undertaking, were examined by other auditors who were 
able to express an opinion on them, because of the outstanding 
gation and because it is questionable whether principles of 
unting applicable to a going concern should be followed. 
Shalmers Impey, in their turn, are unable to express an 
inion-as to the value of the investment of Dollar Land Hold- 
gs in its subsidiaries or whether the accounts show a ‘true 
fait’ view. 
‘for Dollar Land shareholders, accounts even as qualified 
at are something to be gratefully received. 





































sounting Acceleration 


EEDING up of the preparation and auditing of the ac- 
Jcounts of C. 5. Wiggins & Sons, the Essex-based builders, 
ought forward the annual meeting date by just over a month. 
meant the final dividend being paid exactly six months 
er the interim. 

This accounting acceleration was one of two points made 
m the accounts by the chairman in his report to the recent 
meeting. The other being that the company has continued. to 
here to the conservative basis of accounting for profit on 
ng-term contracts that it has always adopted. Note oa to the 
yecounts reports full provision made for anticipated losses on 
tracts, all interest charges written off as incurred and work 
progress valued at cost, except that standard usage charges 
r use of the group’s own plant and machinery includes an 
ient of accruing profits to the group. 

The chairman, Mr Cyril Wiggins, said that the ASSC recom- 
endations were carefully considered but no change in the 
mpany’s procedures was considered. necessary. ‘It seems to 
ür board’, Mr Wiggins said, ‘that the careful way in which 
committee have guarded their recommendations and in 
rticular the qualification that profit should not be taken up 
til the outcome of a contract can reasonably be foreseen, 
neans that it would only be in exceptional circumstances that 
the adoption of the standard. would. materially affect the 
reported results of your company’. 








Ingenious Presentation 


S D ESCRIBING how ingenious the presenters of the ac- 
-kZ counts of John M. Newton & Sons have been is going to 
_ be like the old schoolboy business of describing a spiral staircase 
-without using your hands. The group and parent balance sheets 





‘on consecutive double-page openings but are printed on the. 


` upper two-thirds of each page. 


Notes to the accounts, to a mauve background, are. printed 
on the lower third of the pages but — and this is the ingenious: 
bit ~ the middle page is slit horizontally at the division between 
balance sheet and notes. This enables the reader to turn over the 
notes independently of the balance sheets so that the same 
set of notes can be read to each balance sheet without the need 
to refer to, or turn back, the whole pages. 

The profit and loss account is presented — two-thirds account, 
one-third notes — on page one, as it were, with pages two and 
three given to the group balance sheet and four and five to the 
parent. 

Newton’s business is in three divisions — building, glass and 
lighting — and in the year to last March, turnover of £1,860,325 
resulted in pre-tax profit of £250,741, including £16,531 
profit on the sale of quoted investments. The company’s base 
is East Grinstead, Sussex. The profession is represented on 
the board by the secretary, Mr R. L. Rowland, F.c.a. 


Bristol Street Golden Jubilee 


RISTOL STREET MOTORS last week celebrated the 

golden jubilee of its Cheltenham subsidiary with a cham- 
pagne party to mark the opening of a new showroom which is 
claimed to be the most modern of its kind. Founded in 1922 
as the Victory Garage by the late Col J. T. Tait, the business 
became part of the Bristol Street empire in 1962. 

To mark the golden jubilee, the Ford Motor Co has produced 
special versions of their current range of cars in a metallic 
gold finish. In a special anniversary display, the latest models 
are exhibited alongside Henry Ford’s original ‘quadricycle’ 
and a Model ‘T’ (the immortal ‘flivver’ or “Tin Lizzie’) of 
1922, marking 50 years of progress in motoring. l 

These developments mark the culmination of a £} million 
development. programme undertaken by Bristol Street to 
improve the services offered to motorists, commercial vehicle 
operators and agricultural equipment customers in Cheltenham. 
Managing director of Bristol Street Motors (Cheltenham) Ltd 
is Mr W. J. B. Thomas, F.c.a. 


International Stock Exchanges 


TOCK. exchanges in 18 countries are now represented by 
the Federation International des Bourses de Valeurs. 
Meeting in Hamburg last month, members of the FIBV 
supported a recommendation of the Stock Exchange, London, 
that would have the effect of improving international standards 
of financial reporting. Member exchanges it is stated, ‘should 
urge their national authorities to give careful consideration. to 
the proposals in the fourth EEC directive on the annual accounts 
of limited companies [The Accountant, December gth, 1971] 
and ‘should press for the provision of consolidated accounts and 
the qualifications and independence of auditors. They should 
also provide in their listing requirements that the consent of 
equity shareholders in general meeting be obtained prior to the 
issue for cash of fresh equity capital or securities convertible 
into equity capital to persons other than the existing equity ` 
shareholders’. 
London has also called for national governments to be alerted 
to the dangers of ‘offshore’ investment companies, in which 
the parent company has no direct or legal control over the 
investment portfolio or its management. Other recommenda- 
tions from the Hamburg meeting were that institutional: in- 
vestors, as representing a large number of individual savers, 
should make use of their voting power wherever possible, and 
that institutional investors, while they may hold an interest in 
the capital of broking houses, should not thereby control their 
operations or seek special privileges for their own account. 
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Personal Pension Bonds. 


Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 

-Asa result of the latest actuarial valuation, the 
vesting bonus is increased from £1 % per annum to 
£29% per annum of the basic pension. This means that 
in projecting the estimated total peeve at pension 
age we can now add a total of 5% to the basic pension 
for each year up to pension age (interim bonus of 3% 

per annum plus vesting bonus of 2° per annum). The 
‘interim bonus also continues to be added after the 
pension has commenced. 


Amount of pension (to nearest £) for men retiring at 65 

paying a premium of £100.a year from different ages of 

‘entry including interim bonus of £3% per annumand an 
additional vesting bonus of £2% per annum. 


Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 


Cash option at 


Pension at 65 pension age 





Total 
Pension at 
65 with 
estimated 

bonus | 
£ £ £ 
1325 4375 3247 
1023 3121 2316 
780 2185 1622 
§85 1494 1109 
435 1002 744 
410 922 684 
385 847 962 628 
361 776 885 578 
338 710 DM 527 
647 KH 480 
588 877 437 
533 616 396 
482 558 
434 504 
388 453 
346 406 
307 362 
271 320 
237 281 
205 245 
178 212 
150 181 
125 152 
103 126 230 
82 101 184 


Adjusted 
Total 
Pension 
at age 66 


Tax-Free 


Age next Cash Sum 


birthday 
at entry 


At age 70 | At age 75 


Pension 





























if you select age 85 as your retirement age then the figure shown in coluran 3 is 
the pension which will commence on your 65th birthday. Columns 4 and § show 
“the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute. part of your normal: -pension for: cash. 





Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. = 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension ` 
Bond. 

You'll be doing yourself.a favour too; our 
commission rates are realistic and take account of the 
cost of your service. 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 


all ages. 
mm mmm NN NE SE TN SON DE ETH SN SRN DE SEN SR SN, NN INN 


TO: TIME ASSURANCE SOCIETY 
56 Moorgate, London, EC2. Tel. 01-628 7546/7. 


Manchester Office - 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299,061-624 9955. 


Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-225 7199: 


and send a supply of Pension Bond literature. 


PaT 5 


NAME men 


sessaverseanarivdaneeasteeneetinigiieanneerannecebentaesutis pues anctaunnsestseena cbcendsinty tiers 


"vo CAPITALS, 
ADDRESS .....-secnsenessneesirctnemeneetsnsese 





> mm SAT ADES DE ECH WEN SE SN CR CN RN AO E 






Please register me/us as Agent(s) of Time Assurance Saget, 





J TIME ASSURANCE. 








) Iftheycan'tsee 
a pension ahead 
they can’t afford to miss the 
Star personal 
pension plan 


a new scheme by which your clients can invest part of their 
earned income — in alump sum or annually — to bring them 


*An income for life starting *A counter to inflation by 
any time between age 60 means of an option to havea 
and 70 pension which increases 


: after retirement 
*A capital sum tax-free 


¥ Tax relief of 30% or more ¥ Other attractive benefits. 


Every self-employed man or woman — or anyone in 
non-pensionable employment — should know about this 
first-class Plan by Eagle Star. 


All the details are simply and clearly explained in our booklet — 
“Star Personal Pension Plan.” 

Ask your nearest branch office of Eagle Star for 
copies. You'll find the address in your 
telephone directory. 





2 
Eagle Star Insurance Group 


Ref: L.3., Wimborne House, 22 Arlington Street, London 
SW1A TRW. Tel : 01-629 8070 





HE first week of October is bang in the middle of the 
‘talking season’, with International Monetary Fund meet- 
ings having given way to the Labour Party Conference, which 
is now about to give way to the Conservative Party Conference. 
The air is hot with rhetoric, and words used primarily for effect 
and rarely for deep consideration make culprits if not cowards of 
us all. Culprits in that those with a capacity to move markets 
carry the blame of reacting violently to the Party Conference 
mood, however blatantly partisan or plainly ridiculous it may be. 
The unanimity and utter vehemence with which Mr Heath’s 
proposals were rejected suggests that they were not so very far 
removed from what the TUC regards as necessary. The louder 
the rejection, the greater prospect of acceptance. But if there is 
final rejection and no acceptable alternative, then price and wage 
standstill by statute is ahead. 
Until the outcome is known the stock-market is not going to be 
a place for faint hearts and weak nerves. Ordinary mortals of 
investors are advised by virtually all commentators to ‘sit tight’ 
ot ‘hold on’. For the most part they do just that, while the 
professionals work the market and the institutions keep their 
new funds away from equities. 


KL * Ei * 


ROPERTY price explosion has not been confined to 
houses, and estate agents, Richard Lionel & Partners, in 
their annual report on Central London office premises, say 
that there have been up to 100 per cent increases in the value 
of some office buildings in London during the past year. 
An abundant supply of easily available finance and scrambling 


by insurance companies, property bond funds and pe 
funds were the principal reasons. The firm’s view is 
‘within ro to 15 years there will be few office buildings rema 
in private ownership except in areas of limited growth pot 
Fringe areas of the City and West End are now enj 
boom conditions with rents up to £5 per square foot, compa 
with £8 in the West End and between £8 and {14 in the 
There are considered to be ‘few valid reasons for any mod 
office building remaining unlet in today’s active market’, _ 


* * * KN 


ENDING restrictions automatically ensure good lendi 
while free conditions must automatically increase the pri 
spect of bad debts. One of the strongest warnings against 
perils of plenty in credit comes from Mr Joseph Cattle, chi 
man of Cattle’s (Holdings), the check trading concern wi 
£10 million turnover, GE 
He considers that ‘all the signs are evident of the colla 
once again — as in the 1958 to 1960 period — of the credit grant 
principles on which a sound consumer credit industry must 
based’. Mr Cattle states that five-, seven- and even ten-yea 
loans are being granted without security by all forms of cr 
granting institutions with little experience of this kind 
business. ey 
Many companies are relying on brokers to introduce busine 
at relatively high commission. Mr Cattle fears that ‘the wh 
the consumer credit industry will again be brought into 
repute unless sensible control of credit granting is exercis 


RATES AND PRICES 


Closing prices, Tuesday, October 3rd, 1972 


Bank Rate Finance House Base Rate — October rst, 1972. 74% 
21, 1968 +o il 15, 9 PERT ome 
Sept, SC 1968 E Apa = GN e Retail Price Index (16:1.62 = 100) 165°5 (from 164-2, 22.8.72 
Feb, 27, 1969 o ept: 2, 1971 5% aag aE 
A D 6% Tax Reserve Certificates (3.1.72) Personal 34% ` 
Mac. 5, 1970 74% June 22,1972 Ke (Company certificates no longer on offer). ak 
Treasury Bills D S r Pr ge in piles 
g of £ A .. £5 8872% ay to day .. 70 an $ it 
pe A E i3 ` MEA 7days ót- 7% 2 months ha 
Aug. 11 os . £5°7687% ‘Sept. 15 .. £66391% Fine Trade Bills 3 months 74-74 
8, = $ of Sept. 22 .. £6°6999% 3 months .. . 8-9 % 4 months e Ob 
Aug. I £5 fre Ai Sen Ss £6 eet 4 months 8 -9.% 6 months 75-8 
Aug. 25 £58260% ept. 29 52% E 81-0} % 
Three Months’ Rates Foreign Exchanges ue 
Local authority deposits ie 7 m new vak SS f ce b oe ra 
Local authority bonds Ge SR 7 ontrea 28842 Milan 5 LIZ 
Sterling deposit certificates e, 94-78 Amsterdam 7:8425 Oslo m ya 16: 
Euro-sterling deposits 83-84 Brussels 107°55 Paris Fs E DÉI 12+ 
Euro-dollar deposits .. 53-64 Copenhagen 16°7050 Zürich eg Së SC 
Gilt- edged ice 
As well as the usual prices quoted at the close of business Wi 
on press day we also give below the quarter-end prices. E 
Sept. goth Oct. 3rd Sept. 30th Oct. 
Consols 4% .. 41h 41} Savings 3% 65-75 za Sg s4 .. 89% ; 89 
Consols 23% 263 26% Treasury 9% 1994 aa an s .. 98% 
Conversion 34% -. 364 364 Treasury 84° 87-90... d e, O98 9 
“Conversion 54% 1974 J .- 97h 97} Treasury 64% 1976 93% 
Funding 34% 99-04 ug ik ooe ael 2 44} Treasury 33% 77-80 704 
Funding 4% 60-90 Bs he a -. 9938 99 Treasury 34% 79-81 44 
“Funding 54% 78-80 84} 844 Treasury 5% 86-89 674, 
Funding 54% 82-84 813 813 ‘Treasury 54% 08-12 604 
Funding 51% 87-91 71% 71 Treasury 24% =- 25% 
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Letters 










Inflationary Effect of VAT 
R,- Now that the VAT regulations have. been issued, it can 


> shown that the introduction of this tax is going to be highly 
flationary. In broad outline the calculations are as follows: 


‘here goods are distributed via the wholesale trade 

































Purchase 
Tax at 25. VAT at ro 
No Tax per cent per cent 
D £ £ 
100 100 100 
-= — 10 
roo 100 110 
20 20 22 
120 120 132 
r 30 13 
st to retailer ~. ; 120 150 145 
tailers margin, say 30 
A E et 36 45 43 
156 195 188 
GE a0 19 
st to consumer £156 £19 £207 
goods are distributed direct by the manufacturer 
eee Purchase 
Tax at25 VAT atro 
No Tax per cent per cent 
EE £ £ $ 
by manufacturer 100 100 100 
AT OT ey ee kg 25 10 
st to retailer me too 125 Irro 
etailers: margin say 3 
Dr cent DÉI oe 30 37 33 
130 162 143 
SE SS 14 
Cost to consumer £130 £162 £157 


ecause of the ‘cascade’ effect of VAT, there is therefore a 
hly inflationary increase in price where goods are not subject 
“any tax at present; and even where goods are taxed at the 
hest rate of purchase tax, there is only a small decrease in 


price where. the goods are sold direct from the manufacturer 








to the retailer. There is no compensating reduction in prices 
cause of the abolishment of SET. 

The Government will-not, at this late stage, repeal ‘the law, 
but what can be done is to so formulate the regulations that. 
VAT is payable out of gross margins. Otherwise the inflationary 
effect of the introduction of this tax is going to be far greater 
than the inflation caused by the change to decimalization of 
money. 









Yours faithfully, 


London Wr. ALAN TROPP, F.c.a. 


Change-over to VAT 


Sir, — In his very useful article on “The Change-over to VAT’ 
in your issue of August roth, Mr Macnair has not explained 
the position of clubs and associations correctly. 

Under section 45 of the Finance Act 1972, clubs and associa- 
tions providing facilities of membership are considered to be in 
business in respect of subscription income. When a club je 
‘in business’ for trading activities also, the total turnover from 
the subscription income and the trading activities together is 
the figure on which liability to register is based. The £5,000 
per annum limit does not apply separately to trading activities 
and to subscription income. 

Trade, professional and vocational associations are outside 
the scope of the tax and considered to be not ‘in business’, for 
VAT purposes, in respect of subscription income. If, however, ` 
they elect under section 45 (2) to be ‘in business’ their treatment 
is the same as that for clubs. They may, on the other hand, ` 
make no election, in which case they will need to register only 
when their taxable supplies (other than subscription income) 
reach the {5,000 per annum limit. ae 

Trade unions are outside the scope of the tax for subscription 
income, but will have to register when other taxable supplies 
exceed the small trader threshold of £5,000 p.a. 


Yours faithfully, 


CHRISTOPHER MOYLE, ` 


Chief Information Officer, 
HM CUSTOMS AND EXCISE, 


London EC3. 


Official Guides to VAT 


Sir, ~ Your correspondent D. A. Trigwell: (September “th. 
issue) appears unappreciative of the assistance that HM 
Customs and Excise have offered to taxpayers in their notices 
Nos. 700 and 7or. In case this apparent ingratitude depresses 
HM Customs and Excise, may I express my gratitude to them 
for these booklets which have corrected some unfortunate 
misconceptions in my mind. Ee 
For example, having enjoyed baked rabbit and rabbit stew 
for many years, I now learn that rabbits are animals of a kind 
‘not generally used as . . . food for human consumption’ (notice 
701, page 29). lam grateful for having been informed. of this 
misconception before my friends discovered this barbaric habit. 
Similarly I would not have realized, prior to reading page 75 
of this notice, that ‘the disposal of the remains of the dead’ is. 
an expression that in its natural meaning only applies to dead 
human beings, and cannot possibly include dead cats or dogs. è 
I was also interested to see that-a number of misprints appear 
to have crept into my copy of the Finance Act 1972 and I am 
grateful to the Customs and Excise for having drawn these to 


my attention. For example, in my copy of the Act, group 7 


of Schedule 12 starts off ‘the supply of services . . . by.a person 


egistered or enrolled in any of the following’ whereas page 73 ` 








of notice yor makes it clear that the wording actually enacted 
by Parliament must have been ‘the supply of professional 
medical services . . . by a person registered or enrolled in any 
of the following, of the kind that such registration qualifies 
him to provide’. This greatly relieves me, as I had fears of my 
dentist setting up in his spare time as an accountant and ob- 
taining an unfair advantage in being able to compete with me 
without having to charge VAT. 
Another interesting thing that I have learned from paragraph 
17 of notice 700 is that paragraph 11 (b) of Schedule 1 of the 
Act — which allows a small trader to register as taxable ‘if he 
so requests and they (the Commissioners) think fit’ — does not 
mean, as I originally thought, that a person may be registered 
if he wishes to, but in fact means that, even if a person wishes to 
be registered he cannot do so unless ‘he satisfies Customs and 
Excise that he has a genuine and continuing need for registration’. 
The most interesting piece of new knowledge that I have 
acquired, is contained in paragraphs 30 and 35 of notice No. 701. 
Paragraph 30 indicates that ‘business entertaining’ does not 
include anything provided for members of one’s staff, which 
seems reasonable; it is surely desirable to provide, say, a staff 
Christmas party to foster staff goodwill and this is not something 
obviously wicked such as providing meals for customers, who 
have perhaps travelled long distances to see one. Paragraph 35, 
however, clearly shows how unreasonable and illogical my 
thought-processes are as this makes it clear that the cost of a 
staff Christmas party is excluded from the definition of “business 
entertaining’, not because it is not entertainment but rather 
because it is not a business expense at all. 
I very much hope that the Inland Revenue do not manage to 
` obtain copies of this booklet. Grateful as I am to the Customs 
and Excise for having disillusioned me. I am, I must confess 
still a little puzzled as to why, for VAT purposes, it is repre- 
hensible for me to entertain clients but completely heinous 
to provide benefits for my staff, whereas for income tax pur- 
“poses it is equally censurable for me to entertain clients but 
not even a little sinful to provide similar benefits for my staff. 
Incidentally, another interesting point in notice No. 700 is 
Appendix B. Although it is stated on page 19 that a person whose 
business name begins with A must register during October, A. 
‘Wholesaler Ltd, whose registration form has been held up as an 
example to us all, does not in fact intend to register until 
January 27th, 1973. I trust that the Customs and Excise intend 
to allow such latitude to all businesses. 


Yours faithfully, 


` London Wr. R. W. MAAS. 


- Qualified Accountants 


Sir, — The letter from Mr J; A. H. Laurence, in your issue of 
September 21st, suggests that he is living in the past. In this 
modern world, if progress is to be achieved and sustained by 
-professional men, the various professional bodies must move 
with the times and plan well ahead to meet anticipated demands 
for their members’ services. Such services are essential, not 
only for the United Kingdom but also for the world at large — 
having regard to the demands of international trade, Britain’s 
tradition of humanitarianism and high standard of education — 
as their specialized contribution for the good of mankind. 

I am glad that the Institute of Chartered Secretaries and 
Administrators is one of those broad-minded and far-sighted 
` professional bodies moving with the times, even though there 
‘are still within it a few disgruntled members of Mr Laurence’s 


calibre. I fully endorse Mr Phillips’ article in your issue of 


August roth. 


Tt. seems to me that Mr Laurence is one of those who, having ` 


passed a professional examination and subsequently be 
admitted to membership, expect automatically to be offe 
one of the highest posts in commerce, industry or the pu 
service by virtue of their diploma, He appears not to r 
that not all lawyers are QCs, nor are all chartered account 
finance directors. e 

Now, 20 years after obtaining his first qualification, be ] 
become a registered student of the Association of Certified 
Accountants and of the ICMA. I wonder what employer wou 
offer a top job to a man who seems neither to have confiden 
in himself nor to know where he is going. "e 


Yours faithfully, "oi 


London SWI2 M. N. NDANSI, ACIL 


Government by Example 


Sir, — I cannot resist pointing out that I told you so. . 
letter of December oth, 1971, I pointed out that the inev: 
result of the Boyle Committee review of Ministers’ and 
salaries could only be increased demands by everybod 

The reason for this comment is the Ford shop ste 
advance warning that they intend to put in a 50 per cent D 
claim for the company’s 55,000 manual workers. Their ope 
bid, we are told, will include a £10 a week pay rise, a 35-h 
working week and an extra week’s holiday. peek: 

If a prices and incomes policy means anything at all, it m 
that Ministers and MPs must set an example of restrait 
have said it before, I say it again. 


Yours faithfully, 
DA TRIGWELL, F.c.a. 


Northwood, Middx. 





Accounting Standards 


Sir, — With the approach of the silly season, during which 
many of our best brains will be occupied by high speculatio: 
down under, a retired accountant may be permitted to su 
that the arduous labours of the ASSC could be terminates 
stroke if there were written into the Companies Act. 
comparable to those contained in section 14 (3) of the H 
Finance Act 1972, which reads as follows: 
“(3) In section 46 of the said Act after subsection (1) 
shall be inserted — EE ` ! : 
` (1A) Without prejudice to the generality of subse: 
(1) of this section, the Secretary of State may, with: 
approval of the Treasury, give directions to the ‘Commis 
sion or a development corporation as to ~ E 
(a) the kind or number of accounts which they are to } 
(b) the amounts which are or are not to be credited 
debited to. any account; S 
(c) the manner of rectifying any account; 
(d) provision for working balances; 
and any such direction may be a general direction’ oi 
direction for a particular case”. i 
‘Any provision of this part of this Act under which asum 
to be “whichever is the less” of two amounts shall, if they a 
of equal amount, be taken as referring to that amount.’ = 
I have not yet studied other parts of the Act to ascertal 
whether in those parts such a sum is to be taken as some ot 
amount. : 





Yours faithfully, 


Tunbridge Wells. < CER: HUTTON, M.A., GA 













































ST year, The Institute of Chartered 
„Accountants in England and Wales 
evoted the whole of its Cambridge 
umimer Conference to the theme of 
nflation — the accounting and social 
implications’. It is interesting to compare 
this with the approach of the Dutch 
gistered accountants to ‘Accountantsdag 
72° on September zist, at Rotterdam, 
here the subject was ‘Living with 
ation’. 

Compared with Cambridge, there was 
marked difference of style, reflecting 
haps the different background of 
ccountancy in the two countries. The 
utch have always had a close link with 
ir universities, and nearly all the 
akers were professors. The whole 
rcise was theoretical, with few positive 
iclusions to give working accountants, 
no participation by the audience. At 
mbridge, active participation was con- 
idered essential to test reactions to a 
sitive proposal on inflation accounting. 
main Cambridge protagonist had 
een a practising accountant and another 
jpeaker had been brought from Philips 
Eindhoven because he was: actively 
olved in a working method of inflation 
ccounting (albeit one different from 
he proposals of the English Institute). 





somplacent approach 


‘he first speaker, Professor C. Goedhart, 
howed a degree of complacency quite 
ilike our own Jeremiahs. The Dutch, 
e said, had survived 20 or 30 years of 
nflation and would ‘probably survive the 
e period again without any serious ill- 
ffects. He admitted that what had been 
“creeping inflation in the fifties was 
ather worse in the sixties (6-9 per cent 
n 1968-69, 5°7 per cent in 1969-70) 
ut he considered it inevitable. Govern- 
ent policy might temper it a little, but 
prices and incomes policy was not 
sible in a democratic economy; even 
‘the USSR there was inflation, so 
rhat hope had a nation in an atmosphere 
f free bargaining? 
Highly productive sectors tended to 
duce claims for higher incomes, but 
here were no compensating reductions 
n incomes in the downhill sectors of 
‘the economy; the only pressures were 
_ upward. Some sectors found the pace 





Dutch Thoughts on Inflation 


\ccountantsdag 1972 in Rotterdam 


too strenuous for financial health and 
there was a tendency for the Government 
to be persuaded to bring in subsidies. 

The Netherlands Government was only 
too well aware of the pressures to prop 
up lame ducks; however, this additional 
burden on the economy only aggravated 
inflation itself. Expectations of inflation 
caused increases in interest rates but, 
as yet, there had not been a development 
of ‘index loans’ which would be theo- 
retically possible (a bonus on repayment 
of principal equal to the change in the 
price index). 


Permanent phenomenon 


Professor L. F. van Muiswinkel fol- 
lowed with much the same theme. 
Inflation seemed to be a permanent 
phenomenon with which we had learned 
to live; was it necessarily a bad thing? 
There was unemployment: of about 
100,000 in Holland but this was due not 
necessarily to inflation, but rather to a 
lower level of economic investment (a 
later speaker ‘suggested there was a 
link between the two). Stable prices were 
not possible in a small. country like 
Holland engaged in international trade. 
If price control were successful, it would 
only lead to a revision of exchange rates, 
as other countries also had inflation. 

Fifteen years ago, the Netherlands 
Bank had forecast catastrophe if inflation 
continued; it had continued, but Holland 
still survived. Where was the catastrophe? 

After Professor. van Muiswinkel, the 
programme listed a period of ‘Discussion’ 
but this proved most disappointing, being 
completely occupied by further pre- 
arranged speeches by academics, relevant 
to the previous speakers. There was no 
opportunity for participation by ‘the 
audience. Written questions had been 
invited, but these received hardly a 
mention and were not read out as written, 
being ‘translated’ by one or other speaker 
to suit his particular theme. 

The contrast after lunch was marked; 
still an academic (Professor L. Traas) 
speaking, but more down-to-earth, on 
aspects of managerial accounting. Here, 
at long last, was some real appreciation 


of problems as accountants meet them — . 


financial strains arising from inflationary 
demands on liquidity in financing in- 


creasing debts, stocks and the higher 
costs of capital replacements. For a 
business to be self-financing it required 
a return on capital (after corporation. tax) 
of at least 12 per cent. A large number of 
Dutch enterprises fail to achieve this, 
and perhaps this is the cause of the 
lower level of investment already blamed 
for unemployment. 
Returns were inadequate to maintain 
the real wealth of the shareholder and 
to encourage further investment for 
expansion. The lack of capital, he 
suggested, became a bottleneck for the 
whole economy. It was for the accountant 
to develop and master the techniques of 
forecasting and cash flow, to influence 
management on prices and other policies 
so that the enterprise could maintain its 
progress. ; 
The Unilever accountant, Mr H. 
Meij, was the last to speak. He made a 
plea for a Dutch recommendation on 
inflation accounting in external reporting, 
but offered no positive suggestions as to 
how this should be done. Much of the 
time he seemed to be advocating ac- 
counts based on replacement costs (which 
is not the theory of the English Institute); 
but when he came to target profits he 
thought 12 per cent return on capital, 
using replacement cost methods, would 
be impossibly and unnecessarily high. 
One did not replace all assets at one go, 
and many assets were never replaced as 
developments led to changes in method. 


No ‘index’ method ` 


At no time throughout the whole day 
was there any mention of accounting by 
reference to a general. price index (the 
basis of United Kingdom ideas) so that 
British accountants do not have the 
benefit of Dutch comment. The supple- 
mentary speakers in discussion periods 
concentrated solely on replacement ac- 
counting as an alternative to traditional 
methods, and even then did not go: into 
any details. f 

Although the audience was large for a 
modest country like Holland (well. over 
1,000 accountants were present), it 
seems unlikely that any member would 
be led to consider a radical change in his 
own position as a result of these pro- 
ceedings. 










Slowly, but surely, the familiar scene of th 
City of London is changing. The mon ger 
tower block in the picture is more than just 
another building. It is the new home of 
Stock Exchange, as seen from the steps. oi 
the two hundred year old Mansion House. 
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` You probably already know that your best 
insurance against failure in the Chartered 
examinations is to take a Foulks Lynch home 


study course. 


It is a fact that students who work 75% 
or more of their Foulks Lynch course stand 
` a substantially better chance of success. 


Your chances of passing at the first attempt 
will improve even further if you attend our 
intensive revision classes. Ask the Enrolment 
Officer, Mr E. S. Moore, for full details of 

` Fouiks Lynch home study courses. Graduate 






‘package courses and day-time and evening 
“classes. 






The Institute of Chartered Accountants of Scotland 


D INCORPORATED BY ROYAL CHARTER IN 1864 







The Accountant's 
Guide to VAT 


Now that the Finance Act has been passed, the 
Institute’s Research and Publications Committee 
and Taxation Committee jointly provide you with- 
a copy of this most authoritative guide to VAT. | 


William Sanderson & Son have generously 
agreed to donate to the purchaser of every 1,000th 
ing discount sales) a bottl 
of VAT 69 whisky. Prize-winning bottles of VAT 6 
have already begun to be allocated. aoe 


copy of VAT 73 (excludi 


CHARTERED Final Part 
A one-week revision course concentrating on matters which are known to 
cause difficulty and on individual points raised by students commences October 
23rd. 


- CHARTERED. Final Part ll 


A one-week revision course for Part Il students commences October 30th. 
in addition to lectures, specially devised illustrations will be distributed and 


worked so that individual difficulties may be highlighted and discussed with the ` 


supervising tutors, 


ASSOCIATION OF CERTIFIED ACCOUNTANTS g 

Separate two-week intensive revision classes concentrating on matters which 
usually prove difficult for students and providing opportunities for individual 
problems to be resolved will be held from November 20th for Sections 1, 2 and 3 
and from November 27th for Sections 4 and 5. AE LAR ee ; 


A special course for Section 5 students on Industry and Finance, a subject in | 
which many students experience difficulty, will be held for four days commencing ` 


November 6th. Early booking is advised. ; 
INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 


Separate one-week revision ‘courses open to all students, whether they are 
taking Foulks Lynch correspondence courses or not, will be held commencing — 


October 23rd for Part | and Part IV, October 30th for Part Ii and Part V, November 
11th for Part UL The staggered commencing dates will enable students taking 
more than one part to attend both courses. - 


H FOULKS LYNCH AND COMPANY LIMITED — 
4 CHISWELL STREET, LONDON EC 4UR. TEL, 01-606 0255 | 


| VAT 73 ame 
The Accountant's ` ` 
| Guide to VAT 


| | enclose P.O./Cheque for 


£2 





Be 
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Please mark envelope Sales- 








| ‘The Accountants’ Publishing 
e Co Ltd S 
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- Edinburgh EH21LA ` 
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ACCOUNTANCY was entering an 
frNexhilarating period of development 
‘and change said Mr Douglas S. Morpeth, 


“PD. B.COM., F.C.A., President of The: 


Institute of Chartered Accountants in 
England and Wales, responding to the 
toast. of “The Institute’ at the annual 
dinner of The Leeds, Bradford and 
District Society of Chartered Account- 
ants at the Queen’s Hotel, Leeds, last 
_ Friday. 

Mr Morpeth. said that the profession 
was pretty newsworthy these days — he was 


aware that anything he said might betaken ` 


down and.used in evidence against: him. 
“> As accountants they were largely in the 
field: of communications; they had to 
produce a special kind of information — 
financial information — to people who 
wanted to make decisions. ‘Just think. of 
e power that that gives us’, he said. “We 
can determine the answer according to 
the emphasis we give to the facts we 
_ present. We do not abuse our power.’ 
‘I think our profession is entering an 
exhilarating period of development and 
change, and that period is one in which 
we must all take part. We are all involved’, 
- declared the President. 











Wider technical skills 


Mr Morpeth went on the say that 
members in the future must have greater 
and wider technical skills. “We must all 
develop new attitudes to the art of com- 
munication; people must understand 
what we are saying.’ He added that it 
was essential for accountants to learn to 
look beyond. their figures and make others 
understand what they meant in human 
and social terms. 
` He believed the profession’s image 
would. in future depend on the speed 
with which they adapted to the 1970s 
and 1980s. 

“Earlier, Mr Thomas G. Boardman, 
M.C, T.D., M.P., Minister for Industry, 


| FORC.A. 
| PASSES 












Appreciation, Costing, 





‘Exhilarating Period’ for Accountancy 


President’s Comments at Leeds Dinne 


said that after reading a history of the 
Institute he felt it was ‘a very concen- 
trated and very powerful band, one which 
any Government would be unwise to 
ignore’. 

Mr Boardman said it was seldom that 
he had the opportunity to address 450 
of the most influential people in that part 
of England. Those present could exercise 
an enormous influence over a very wide 
part. of the economy. 


Right organization 


He said that the Department of Trade 
and Industry had started with teething 
troubles but he believed that they now 
had the right organization, fitted for the 
needs of industry and commerce. He was 
sure that chartered accountants and the 
Institute would welcome what had been 
done to simplify statistical requirements. 

There were important implications for 
chartered accountants: in Britain’s entry 
into the Common Market and he con- 
gratulated the Institute on their very 
active work and the part they had taken 
in considering the problems of Britain’s 
entry. 

Mr Boardman said. the Government 
had devoted unprecedented resources to 
promoting growth and had achieved the 
entry of Britain into the European 
Community. They had broken new 
ground in taking special steps to protect 
and encourage small firms. 

Never before had business experience 
been harnessed so closely to Government 
decision-making machinery on business 


questions. 


~= The Government was tackling un- 


employment and inflation vigorously. 


Massive tax reductions and methods to 
promote industrial expansion tackled 
unemployment at its roots, and a sub- 
stantial drop in unemployment figures 
was now becoming evident. 

There remained the battle against 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 43 years a 
of postal tuition experience and over 220,000 
principal Accountancy exams, and also in Banking, 
G.C.E., Law, Local Govt., Marketing, 
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DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
01-947 2211 
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passes, it assures your success in all the 


















































inflation which if not won could un 
mine the foundations of the count 
future prosperity, could lose Britain 
opportunities that Europe offered, 
could bring great hardship to the weal 
sections of society. a 

Mr Boardman said a more moderat 
level of wage settlements. was essenti 
Britain were not to price herself ow 
markets. : 

Between March. 1971 and March 19 
export prices went up by 8 per cent, w. 
the average for all main manufacturin 
countries rose by only 2 per cent i 
national currency terms. We could ne 
afford inflation of that kind. 

It was against this background that th 
Government had proposed measures 
the CBI and TUC for voluntary 
operation — proposals which wo 
affect some people more than others. 

But if they were operated in. 
intended spirit, they would produ 
benefits for all, far outweighing an 
temporary disappointment. : 





A very real prize 


The strong and the powerful did not 
suffer too much from inflation, indeed 
some did well out of it. The weak, the 
pensioners and those on small fix 
incomes-paid the price. It was to protect 
them, and to enable the nation as a whole 
to increase its real wealth and standard of 
living, that the CBI, the TUC and the 
public had been asked to co-operate. 

‘I believe that good. sense will prevail, 
for the prize of controlling inflation 
indeed a very real one for all’, said M 
Boardman. 

The toast of ‘Our Guests’ was proposed. 
by the President of the Leeds, Bradford 
and District Society, Mr G. Er 
Bainbridge, T.D., F.c.A., in a skilful 
interesting speech, and responded. t 
the Lord Mayor of Leeds, Alder 
Albert Smith. 






Book-keeping, Civil Service, Computer 
Secretaryship, etc. oe 








































STUDENT ROUNDABOUT 


\CASS/Institute 
aison Meeting 


Representatives of ACASS recently met 
e Deputy President and several Council 
members of the Institute for the third 
liaison meeting of the year. The ACASS 
representatives were Peter Pennington 
Legh, Terry Webb, Ian Dalzell, Kevin 
nnon, Geoff Brown, Terry Carroll and 
avid Steeds. 
Jie of the major items on the agenda 
the minimum salary scheme which 
ASS has now launched as a part of 
ieir comprehensive policy for the im- 
vement in the conditions of employ- 
ent of students. Kevin Lennon first 
utlined the strategy taken by the 
ondon students in their own campaign, 
d then detailed the steps being taken 
ACASS in boosting the national 
heme. Institute members of the Liaison 
‘ommittee pointed out that at present 
ome firms found it difficult to employ 
tticled clerks, except at a loss. Terence 
febb commented that articled clerks 
their salaries could not be blamed 
e loss-making: this was the result of 
ad practice management. 
The next item to be considered was the 
‘structure of articles as seen by ACASS 
and two papers were presented. The first 
aper was on sandwich courses. This had 
‘been prepared by Terry Carroll and was 
considered by the Institute. It was 
hought that several points were worthy 
of greater consideration in depth and the 
paper is to be forwarded to the Education 
Committee of the Institute. 
Geoff Brown then presented a paper on 
econdment. This outlined ACASS’s 
desire for greater publicity of the existence 
f the facility for secondment of articled 
clerks to industrial and commercial con- 
cerns, together with an extension of the 


from six months to one year. 


SOUTH-WEST ESSEX GROUP 


AT a meeting of the South-West Essex 
Chartered Accountant Students’ Group 
on September zoth, at least 24 people 
were present to hear Mr Keith Freeman, 
M.soc.sc., A.C.A., of The London School 
of Accountancy, speak on “The auditor 


aximum period available for secondment ~ 


and internal ; i 
young lady accountants in the audience, 
and this must surely be some sort of 
record. It is pleasing to note that the 
attendance itself was the highest for three 
years. WW 

The audience was treated to a most 
excellent lecture and Mr Freeman took 
every opportunity to associate practical 
applications to what many consider a 
purely theoretical subject. A most com- 
prehensive set of notes was given to each 
person attending. 

The next group lecture will be on 
Wednesday, October 11th, when a speaker 
from HM Customs and Excise will talk 
on value added tax. 


LETTERS TO ROUNDABOUT 





Students’ Salaries Campaign 


Sır, — In view of the recent correspondence 
in the accountancy. press concerning the 
CASSL salary campaign and in par- 
ticular the unhelpful and rather confusing 
comments from Messrs Pennington Legh 
and Webb, I would like to take this 
opportunity to put the record straight. 

Mr Pennington Legh claims that the 
views expressed in the campaign are those 
of individuals, not of CASSL. But the 
campaign was authorized by the CASSL 
AGM in a detailed resolution. which 
stipulated which committee should run 
the campaign and the general campaign 
strategy (firm-level bargaining). The de- 
tailed campaign tactics and the statement 
of claim were approved at a CASSL 
committee meeting. on July rh. Mr 
Pennington Legh was present at both the 
committee meeting and the AGM. 

Mr Webb describes our claim that the 
average. starting salary. in London for 
articled clerks is £650 pa as a ‘fictitious 
fact’ (sic) and argues that. this is mere 
supposition. Yet if he had taken the trouble 
to make inquiries before rushing to press 
he would have discovered that the figure 
was based on the results of a recent salary 
survey conducted in the London area. 
Mr Webb may be earning in excess of 
£2,000 p.a., but he is in his final year of 
articles and, as he admits, is employed 
in a large firm. But over 50 per cent of 
London articled clerks are employed in 
firms with. less than ten articled clerks 
(over a third in firms with less than five). 
The existence of high starting salaries in a 
handful of large firms merely indicates 
that a majority of articled clerks have a 
starting salary lower than the average of 
£650. i : 

Both Mr Pennington Legh and Mr 
Webb attempt to exonerate the Institute 
from any responsibility for this disgusting 
state of affairs. Yet it is the very ‘artificial 
conditions’ referred to by Mr Pennington 
Legh, created by the present system of 
articles, which help to. depress the level 
of articled clerks’ salareis. The Institute 


acknowledges its responsibilities to articled 


“clerks in the educational field’ by. such — 


stipulations as the 21 weeks’ minimum 
study leave. Why should it not accept its 
responsibilities: in the wider field of con- 
ditions of employment by stipulating a 
minimum salary level? 

There is no evidence. to. support Mr 
Pennington Legh’s claim that a mini- 
mum salary would result in salaries being 
pegged at that level. This is not the ` 
situation in other occupations where 
fixed minimum salaries have been nego- 
tiated. Firms which offer higher salaries 
now. do so because they feel that this is. - 
necessary to attract a higher standard. of 
entrant. Even with a fixed minimum salary . 
the same arguments for. maintaining a 
differential exist. 

I am ata loss to understand how Mr 
Pennington Legh can describe. our cam- 
paign as militant. We have merely. been 
using. well-tried tactics. used “by ang ` 
pressure group (e.g. the Institute) such ag ` 
press publicity, negotiation and lobbying; 
there is no mention in our literature of 


_ strikes, sit-ins or demonstrations. It is a 


pity that he has to resort to such time~- 
worn clichés as a substitute for reasoned . 
argument. 

ĮI look forward to the day when he and 
Mr Webb pay more attention to taking 
positive action to. remedy the plight.of 
the -articled clerks they purport to rep- 
resent, rather than acting as a mouthpiece 
for the Institute. 


Yours faithfully, 


London, Ns. PAUL A. HENDRICK. 


ACASS Lives! 


Sir, ~ I would like to congratulate Peter 
Pennington -Legh and his executive com- 
mittee on the hard work that they have 
done over the past six months and on their 
able management of the Council just 
passed — a total vindication of the syndicate 
system. oe ta ae 

I hope that they have as much a sense 
of achievement asthe rest of us must 
surely have in our association with such 
progress. 

Yours faithfully, 


A SYNDICATE MEMBER. 


Accountants in Holland 


Sir, — It is not for me to write a piece on 
‘Islanders’ to match the article on ‘Con- 
tinentals’ in ‘Bystander’s Column’ of your 
issue dated August roth. 

Your contributor seems to .rely. on 
numbers for measuring the relevant 
importance of the accountancy profession 
in various countries. 

Although I do not feel like following 
his example I must nevertheless help him 
get his figures right as far as Holland is 
concerned. 

In our country we usually do not judge 








e relative importance of a firm by the 
umber of staff only. If figures have any 
neaning at all in this respect we prefer 
to refer to the numbers of partners on the 
one hand, and fully qualified mede- 
werkers and other staff on the other hand. 
: Your correspondent tells us that ‘in 
Holland, there is one firm that employs 
1,200 people, and everyone else works in 
small practices’. Here are the facts: the 
seven largest Dutch firms together have 























Tue Sheffield CASS recently sent 
‘Roundabout’ a useful table relating to 


local authority education grants for awards for correspondence courses, even- 


those students in Rotherham, East and 


West Riding, Lindsey, Nottingham, 
‘Derbyshire, Doncaster, Sheffield’ and 
Barnsley. 


` Articled clerks. are. . reminded that, 
subject to meeting certain qualifications, 
„grants are given to all students who go on 
the Ver full-time course in 









Assistance given 
registration, 


maximum of £50 





equipment ` 


Correspondence Coursë 


in respect of 
matriculation, 
tuition, course and exam. fees 
and travelling expenses up to a 


Assistance given towards tuition | Assistance given in the form 
fees but not exam fees, books or 


557 partners and employ 468 qualified 
men, who passed the ‘arduous examina- 
tions’, as well as some 6,000 ‘other staff’, 
many of whom are in process of ‘following 
the rigorous training over many years’. 

At the other end of the scale we find 180 
sole practitioners, who enjoy all the free- 
dom and slavery which is their privilege. 

The rest of the members of the Neder- 
lands Instituut van Registeraccountants 
are working in medium-sized practices 


Grants for Articled Clerks in the Nor 


England and Wales at a polytechnic or 
technical college. The guide below for 


ing courses at the polytechnics, resi- 
dential revision courses, like Caer Rhun, 
and one- to three-day student society 
courses is not absolute and the best way 
to find out is to write to the local education 
authority for further details and applica- 
tion forms. 


Evening classes at the 
Polytechnic 







Assistance to travelling ex- 
- penses of 123p a week if 
under 21 


of Technical Exhibitions, 
towards tuition fees (not 
exam fees) and of 75 per 
cent of travelling ex- 
penses. Form Tı 


None 





Doubtful but give full 
details regarding con- 
tent and use of course 


(450), with the Government (soot or in 
industry (700). 

In conclusion I can only express. m 
sincere hope that next time Bystander > 
sing us a better song. 


Yours faithfully. 
J. J. VAN SCHA K 











Amsterdam. REGISTERACCOUNTANTS 


Usually no award is given for a repe 
attempt. It is, of course, helpful to appl 
for grants before starting the courses 
be sure to keep ail receipts. Stude 
should not be discouraged to try fo 
grant for the one- to three-day stud 
society courses, explaining their releva 
and importance. Some authorities 
inferred they would give at least trav 
ling expenses, but as yet they have not 
been approached on the matter. ` 





One- to’ three-da 
Student Society 
Courses 


Residential 
Revision Courses 





None 





None 








Lindsey 
























































Assistance given towards 50 per | Prepared to consider appli- Sometimes given, each Possibly, apply giving 
cent of tuition and exam fees. cations for travelling ex- case is treated on its full particulars 
Ear Application form ED321 penses, though they have merits 
Bees Ei | not had any such cases 
Nottingham Assistance given for 50 per cent of | Assistance given towards | None None 
expenses not including stationery tuition fees, exam fees, 
or postage. Application form travelling expenses and a 
FE87 small book allowance. 
Must meet the first £4 
yourself. Form FE6o 
Derbyshire Paid in instalments. For a course | Comes under a part-time | 50 per cent tuition cost | None 
less than 12 months, 50 per cent study award. Will refund with a contribution 
tuition fees, 50 per cent essential travelling expenses and of £1°67 per week 
books. Greater than 12 months, tuition fees less £10 towards board and 
75 per cent tuition fees, go per lodgings 
cent of essential books 
“Doncaster Assistance given towards tuition | None Unlikely but apply | None 
and exam fees nevertheless 
` Sheffield None None None l None 
Barnsley and | Both give assistance towards correspondence courses but write for further details on the others. 
West Riding . ; 
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= PROFESSIONAL NOTICES 


CHALMERS, Impey & Co, Chartered 
ccountants, of Birmingham, announce 
hat Mr B. J. CLATWORTHY, A.C.A., was 
admitted as a partner on October ist, 
1972. At the same date, Mr E. T. 
VORSLEY, F.C.A., who has been a partner 
for 33 years, retired, but he will continue 
in a consultant capacity. 


A. J. Connetty & Co announce that 
as from October 2nd their offices are 
emoved to Sterling House, 165/177 
Farnham Road, Slough, Buckingham- 
shire, telephone Slough 30333. They 
announce also that the firm will amalga- 
mate with Harnes Watts, BECKLEY AND 
PARTNERS, of the same address, with 
effect from January 1st, 1973. The style 
of the firms will then be Harnes WATTS, 
BECKLEY AND PARTNERS, incorporating 
A. J. Connetty & Co. 


© DELOITTE & Co, announce the admission 
into their London partnership on October 
ast, 1972, of Mr H. J. LEADLEY, F.c.a., 
“who has been a senior member of their 
«London office staff for some years. 


The partners of Gang, JACKSON, 
Neison & FREEMAN and W, T. WALTON 
& Son, who have been practising under 
these names for a number of years at 
City-Gate House, Finsbury Square, Lon- 
don EC2, announce that as from October 
and, 1972, the name of the combined 
firm is changed to GANE, JACKSỌN & 
Watton. There is no change in the 
constitution of the partnership. 


Harmoop Banner & Co, Birmingham 
firm, and Percy & Gs, of Priory 
Street, Dudley, Worcs, announce that 
with effect from October rst they are 
_ practising in association at the above 
address, Messrs D. F. PERKINS, F.C.A., 
J: P. DALLISON, F.c.a., and C. J. GUPWELL, 
4.c.A., have become partners in Percy & 
Gs, Mr H. Hupson, F.C.A., has 
become a partner in HARMOOD BANNER & 
Co, Birmingham. firm. 


ke 


WA KERN 


z HAME, of 59 
Russell Square, London 


C1, announce 


that with effect from October 1st, 1972; : 


their practice is being amalgamated with 


“the practice of Jong Diamonp & Co, 


Chartered Accountants, of Portland 
House, 73 Basinghall Street, London 
EC2. Mr Jack GRAHAME, F.F.A.A. ,will 
join the new firm, and Mr WILLIAM KERN, 
F.C.C.A., will retire but will be available 
for consultation. 

Lonccrorrs, Chartered Accountants, 
announce that Messrs D. F. AIREY, 
A.C.A., J. W. H. MARTIN, F.c.a,, and C. M. 
CRUTCHLEY, A.C.A., have been admitted 
into partnership with effect from October 
Ist, 1972. 

Lowes, Droen E Marruews, Char- 
tered Accountants, of Prince’s Building, 
Hong Kong, announce that on September 
3oth, 1972, Mr KENNETH ANDREW 
MILLER; C.A., retired as a partner of the 
firm. Mr Jong CAMERON | BROADLEY, 
c.a., who has been with the firm for a 
number of years, was admitted into the 
partnership as from October 1st, 1972. 

Maw TEMPLE & Co practising at 12 
Hill Street, St Helier, Jersey, announce 
that with effect from October 1st, 1972, 
they have entered into an association with 
Sarrery, Sons & Co, Chartered. Ac- 
countants, of St Martins House, 16 St 
Martin’s-le-Grand, London EC1A AER. 
Messrs M. E. Haren, F.c.a., and D: T. H. 
NICHOLSON, M.B.E., F.C.A., of SAFFERY, 
Sons & Co are joining Maw TEMPLE & 
Co as consultants. 


Passer, Mitter & Co, Chartered 
Accountants, of Adam House, 1 Fitzroy 
Square, London W1P 5AH, announce 
the admission into partnership of Mr 
Jack R. Sparrow, A.C.A, with’ effect 
from September Ist, 1972. 


SHEEN, STICKLAND & Co announce 
that Mr E. C. PATRICK, ¥.¢.A., retired 
as a partner of the firm on September 
30th, 1972. He will continue his associa- 
tion with the firm ae a consultant, and 
will be available at the Farnham office. 
With effect from October ist, 1972, 
Mr S. P. J. BURTON. A.C.A., A-T.L1, has 
become a partner in the firm, and will 
practise at the Farnborough office. 


Tanstey Wirr & Co, Chartered Ac- 
countants, announce that they have 
entered into association with WILLIAM C. 
Rippeck & Co, of 10 Fitzwilliam Square, 
Dublin, 2. A Dublin partnership ` of 
Tansey Witt & Co has been formed, 
the partners being Messrs CHRISTOPHER 
J. Darron, F.c.a., Leo F. CAMPBELL, 
F.c.A., and Davin A. A. FLEETWOOD, 
r.c.4. Mr HERBERT A. BRADBURY is a 
consultant. 

Woop, Arpery & Co, Chartered 
Accountants, announce that Mr RICHARD 
G. St. J. Row anpson, A.C.A., who has 


been -a member. o 


wei staff since 
October 1971, has joined the partnership 
with effect from October rst, 1972, and 


“that Mr BERNARD CALNAN, F.C.A,, retired 


from the partnership at August 31st, — 
1972. 
APPOINTMENTS 

Mr Colin Baker, F.c.A., a director of 

Dunlop Holdings, has been elected 

chairman of the Northern Regional ` 
Council of the Confederation of British 

Industry. 

Mr Trevor Harris, ¥.c.a., financial 
controller: of British Enkalon, has been 
appointed to the carpet and industrial 
yarns divisional board and the textile 
yards divisional board. 

Mr WRC Halpin, MA, F.c.A. and ` 
Mr D A. Hume, F.¢.c.a., have been ` 
appointed directors of Needham & Co ` 





Mr W. R. C. Halpin Mr D. A. Hume 

Mr Hugh Knox, an Associate of the 
Australian Society of Accountants, has 
been appointed by Glenville, the Green- 
wich-based food firm, as their new chief 
accountant. Prior to returning to the 
United Kingdom earlier this year, Mr 
Knox was financial director for the 
Silovae Group in Sydney. eos 

Mr Eric Koops, A.C.A, who was 
recently appointed secretary of Cannon 
Street Investments, has now been ap- 
pointed an executive director. 


Mr J. L. Perera, a.c.c.a., has been 
appointed chief accountant/secretary of 
the Development Finance Corporation 
of Ceylon. 

Mr R. Towers, F.c.a., has joined BICC- 
Burndy as chief accountant and secretary. 

Mr George Ursell-Smith, a.c.c.a., 
F.c.M.A., has been appointed a director 
of International Nickel. He has been the 
company’s comptroller for the past two 
years. 

Mr H. Ward, F.c.c.a., Dunlop director 
of finance, has been appointed to the 
board of Dunlop Holdings. 

Mr E Warren, F.c.A., senior partner 
in Peat, Marwick, Mitchell & Co, at 
Camborne, has been appointed by the 
Minister for Industrial Development as a 
member of the South West Industrial 
Development Board. 









&y courtesy of the Post Office 


OA student 
wins 


coveted award 


Once again a School of Account- 
ancy student has won a major 
award. Mr. D. C. Purt of 

_ Sunbury-on-Thames, passed Part 

' I of the Institute of Cost and 
Management Accountants exam- 
ination in May 1972... won 

‘first place, and the coveted 
Roland Dunkerley Memorial Prize. 

The School of Accountancy’s 

record of awards in the major 
professional examinations is out- 

“standing. Among the hundreds of 
passes in. these examinations, 
SOA students score consistently 
high marks, frequently carry off 
the biggest prizes and the most 
important awards. 

The success of an SOA course 
comes from the special attention 
that is given to each student. 
Qualified tutors, each a specialist 
in his field, are assigned to guide 
the student through the carefully 


SEND FOR FREE DETAILS TODAY! 


planned study material and culti- 
yate in the student the confidence 
that comes from a sound know- 
ledge of the. subject. To the 
student, SOA courses are mean- 
ingful, worthwhile, interesting — 
and they work! 

School of Accountancy have 
sufficient confidence in their 
courses themselves to give a 
guarantee of successful tuition: 
once you've enrolled, tuition 
continues, at no extra charge, 
until you are successful. This gives 
you the kind of security that helps 
you to give all your concentra- 
tion to the subject you're studying. 

No matter what your speci- 
ality, SOA has the course that will 
enhance your status, improve your 
salary, speed your promotion. 
Write today for FREE details 
and read about how SOA will 
help youto qualify for success. 


a 


To: School of Accountancy & Business Studies, 
121 Regent House, Stewarts Road, London Swe 4Ud (Tel 622 9911) or 
Regent House, 341 Argyle Street, Glasgow G2 8LW (Tel 041-221 2926) 


lam interested in: 


(subject or examination) 


| 
| 
|" 
[- 


Adcress ` 





| Occupation ` ` 


Accredited by the Council for the Accreditation of Correspondence Colleges. 
Member of the Association of British Correspondence Colleges. 


A PLEASE PRINT) 
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partnerst Ips 
Survive? 


When one of the partners dies every partnership, 
large or small, has a financial problem to face. 


The business will not be at risk 


If capital is available to the surviving partners 
they can meet their obligations under the 

partnership agreement. How can they be sure of 
such capital? 


With Partnership Assurance 


Partnership assurance will provide the money when 
it’s needed: to buy the deceased partner's share of ` 
the business; to replace his capital; to make the : 
cash payment which may be due to his dependents. 


Simple, flexible and easy to adminis! 


Yorkshire-General brings up-to-date the 
partnership assurance schemes pioneered by 
Yorkshire Insurance. Three basic schemes are 
available. All are simple to control, flexible in 
operation and show the maximum savings in estate 
duty and income tax which can be achieved, And, 
for four or. more partners, only one policy is 
required—-reducing administration to a minimum. 


Send for the free booklet 


We have prepared a booklet which sets out in 
simple terms how Yorkshire-General partnership 
assurance can help you or your clients. Send off the 
coupon today. 


Yorkshire 
-General 


Partnership Assurance 


E AEEA: PEA PEDA: SORN BARS TENIR TARRA TARDA MERA, 


Yorkshire-General Life Assurance Company Limited 
Rougier Street, York, YOU IHR. 
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Address 
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| Yorkshire-General (General 


E ; ‘Accident 













for sale by auction 





ABINGDON 






Leasehold 93 yrs, Producing £4,130 p.a. 
RENE REVIEWS FROM 1974 


Fernbank Rd, Winkfield 
Modern block of six shops in monopoly 
position. Producing £6,000 p.a; Freehold 





West Meads 
First class shopping centre of sixteen units 








area. 
Producing £14,760 p.a, Freehold 
| VALUABLE RENT REVIEWS FROM 1973 





CHATHAM 1/$ Shirley Road 


Parade of five shops on extensive modern 

housing estate. 

Producing £2,975 p.a. Freehold 
OUTSTANDING RENT REVIEWS 1973 












RANKING and SPICER’S 


COMPANY LAW 


Eleventh Edition 
R. E. G. PERRINS, GA. 
and 


A. JEFFREYS 
of the Inner Temple, Barrister-at-Law 























Prepared with the examination needs of the 
student primarily in mind, every effort has been 
made to present the Law in such a way as to 
make it interesting to read and easy to understand. 
`... if the work is intended primarily for students, 
practitioners will also find it not a little useful 
by reason of the excellent arrangement of the 
subject-matter and the surprising wealth of useful 
information to be found within its pages.’ 
Accountancy 


Price £2 Past free £220 
Also available in Paperback at £1-20, Post free £1-40 


H.F.L. (Publishers) Ltd 


9 BOW ST, LONDON WC2 


“LONDON AUCTION MART 
TUESDAY 24th OCTOBER 1972 —3p.m. 


OUTSTANDING GROUP OF FREEHOLD 
& LONG LEASEHOLD. SHOP PROPERTY 


INVESTMENTS Producing £76,423 per ann. 
33/41 Parsons Mead PORTHCAWL 


Modern parade of five shops serving a first Excellent trading location in main shopping 
class residential area, thoroughfare, Producing £3,950 pa; Freehold 
RENT REVIEWS FROM 1979 
. READING _ 150/158 Park Lane, Titehurst 3:23-ACKES ZONED 
ASCOT 176 Royal Hunt House Modern parade of five shops in busy trading RESIDENTIAL & 





VALUABLE RENT REVIEWS FROM 1975 First class location in main shopping 


BOGNOR REGIS L17 The Precinct thoroughfare. Producing £2,400 p.a. 


L 
VALUABLE RENT REVIEW 1979 


serving a large and prosperous residential WEST EALING 


25/27, 31/39 The Broadway, 
1/7, 12/17 Leeland Road 
Finest retail location in. major centre. 
Twentyshops. Producing £30,1 {3p.a.Freehold 
EXCEPTIONAL RENT REVIEWS FROM 1974 


Healey a Baker 


29 St. George Street, Hanover Square, London WIA 38G 01-629 9292 

















` (Unless previously sotd) 





VACANT ` 
POSSESSION 
SHEPPERTON 


Manor Farm, Chertsey Rd. 
FREEHOLD LAND ` 


, 7:43 ACRES 











41/43 John Street 



















RIPE FOR 







location, Producing £4,375 p.a. Freehold 
VALUABLE RENT REVIEWS 1973 DEVELOPMENT 





















lerh / : ` 
RENT-REVIEWS 1974 & 1975 STAINES WE senen haet BRISTOL Fanum House 
BREDBURY STOCKPORT Six modern shops in major neighbourhood ` The Promenade, Clifton A 
2/12 Yew Tree Drive centre. Producing £2,675 pa. Freehold FREEHOLD OFFICE 
Four shops and supermarket serving SUBSTANTIAL REVERSIONS 1977 PROPERTY: 
Producing £5 048 lad Freehold SWANSEA 35 Castle Street DEVELOPMENT 







POTENTIAL 
net Hoor area 9,950 sq, ft. 
site area Zare 


Joint Atcrioneere o ` 


LALONDE BROS | 
& PARHAM 


64 Queens Road, Bristol 
BS8 I RH 0272-27731 







easshold 77 years 































Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides. details on jobs, prospects and 
client firms. Consultants are always: available to discuss 
your requirements and-to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and without any 
form-filling ~ study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! Ka 










Public Practice: L, Kelleher, 01-628 4550 

More than 300 Professional firms utilize. our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K.~up to £5,000; Overseas -up to 
£10,000. > 

Commerce and Industry: R: ‘Thornhill, 01-628 8860 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+. 

Temporary Staff: M. Farrer, 01-628 0391 

Terms are better than is usual for temporary assignments. 
EMPLOYERS: Our register of candidates lists hundreds of 
accountants. we have interviewed in depth, and perhaps: one 
of them is the man you seek. To find out ring me now and 


I shall let you know within the hour. 
R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


47 Finsbury Court, Finsbury Pavement, London EC2A 1HT 





























OBITUARY 
Ernest Frederick Golden Whinney, 
MA F.C.A. 


The death occurred last Sunday, shortly 
before his 74th birthday, of Mr E. F. G. 
Whinney, A.A. F.C.A., former senior 
partner in the firm of Whinney, Smith & 
_ Whinney (later Whinney Murray & Co) 
and a member of the Council of The 
. Institute of Chartered Accountants in 
England and. Wales for 14 years. 

Mr Whinney was educated at Rugby 
School and Christ Church, Oxford, and 
served ‘during the years 1916-18 in the 
“Royal. Army Service Corps. He was 

admitted to membership of the Institute 
in August 1928, and joined the family 
partnership, becoming a Fellow in 1933. 

He was elected a member of the 
committee of the London and District 
society of Chartered Accountants in 
1946. subsequently becoming Vice-Chair- 
man in 1049-50 and Chairman in 1950- 
51. In March 1953 he was appointed to 

membership of the Council, and served 
in this. capacity until. 1967, including 
membership of the Courses, Discip- 
linary, Public Relations (vice-chairman) 
and P. D Leake committees. Amongst 
his other interests, Mr Whinney was a 
‘former chairman of the City of London 
“Club and served as President of the 
Chartered Accountant Students’ Society 
of London for a number of years; 
since his retirement from that office he had 
been a Vice-President of the Society. 

Mr Whinney’s family has been as- 
sociated with the accountancy profes- 
sion since its formative years. His grand- 
father, the late Frederick Whinney, was 
a foundation member of the Council of 
the English Institute in 1880 and 
President for the years 1884-88. His 
father, the late Sir Arthur F. Whinney, 
K.B.E., in turn succeeded to the Presidency 
in 1926-27, whilst his two sons are 
members of the present partnership. 





DOUBLE TAXATION 
United Kingdom/Jamaica 

Talks were held in London recently about 
sa new Double Taxation Agreement 
between the United Kingdom and 
Jamaica. Agreement was reached at the 
official level on the text which will now 
be submitted to Governments. 






THE ASSOCIATION OF 
CERTIFIED ACCOUNTANTS 
Change of Telephone Number 


The headquarters telephone number of 
The Association of Certified Accountants 
is now 01-636 2103 (formerly 01-636 
5163). The postal address, 22 Bedford 
Square, London WCB 3HS, remains 
unchanged. 


ASSOCIATION’S EDUCATION 
OFFICER ON TELEVISION 


‘Avventura’, the BBCr Italian language 
series in.which Miss Jessica Cloudesley, 
B.A., an Education Officer of The As- 
sociation of Certified Accountants, will 
be appearing, commenced last Sunday. 
Miss Cloudesley, who speaks fluent 
Italian, takes part in a ‘teaching scene’ 
where she appears as a travel agent 
trying to help out the hero of the series, 
an artist, who as a true Italian is suffering 


from romantic complications in his 
private life. 
The programme in which Miss 


Cloudseley’s scene is included will be 
shown on Sunday, October 15th at 
ro am., Wednesday, October 18th 
at 12.05 p.m, and Saturday, " October 
21st at 10.30 a.m. 


FINANCIAL STRATEGY COURSE 


The Institute of Chartered Accountants 
in England and Wales is again bringing 
together the expertise of industry and 
business schools in a second course on 
financial strategy, following the success 
of a similar course held last December. 
Run in conjunction with the Manchester 
Business School, the course will take 
place from October 11th to 13th at the 
Bedford Hotel, Brighton, under the 
chairmanship of Mr James Forbes, F.c.A., 
finance director of Cadbury/Schweppes 
Ltd, with Professor Andrew McCosh, 
B.SC., D.B.A., C.A., professor of management 
accounting at the Manchester Business 
School, as course director. 

The course sets out to discuss the 
inter-relationship of corporate financial 
strategy with marketing and production 
strategies, and will underline the necessity 
of integrating the financial viewpoint 
into the general process of strategy 
formulation. 


S ee aie NG for audit, stock control,etc. carried out Se 
pendent experts, quickly and 


ERNEST J. GEORGE & Cen 


THE PROFESSIONAL STOCKTAKING SERVICE ` GARDALE HOUSE 122 GATLEY ROAD GATLEY CHEADLE CHESHIRE Tel. 061 428 6718 






























































SCOTTISH INSTITUTE'S 
VAT COURSES 
Phase II of the VAT educational pro: 
gramme of The Institute of Charter 
Accountants of Scotland E 
one-day courses on “The practical appli 
cation of VAT’, organized by the Post. 
Qualifying Education Department. ¢ 
the Institute in Glasgow on October 17 
and in Edinburgh on October 18 
Participants ‘are asked to submit’ thei 
own personal or company questions 
problems in advance, so that the spea 
can tailor their papers to take account 
these questions and problems. 
Whereas phase I concentrated ont 
general concept and philosophy of: VA 
phase II will: examine the workin 
VAT in practice. The speakers wil 
Mr J. S. MacLeod, GA. FTE 
P. W. de Voil, pa, and Messrs 
Brack and J. K.: Lawson, senior officials 
of HM Customs and Excise. 
The course registration fee is £I 
Further details are available from Mr Je 
Campbell at the Post-Qualifying Edu 
tion Department of the Scottish Insti 
(031-225 3687). 


PROFESSORSHIP OF  ; 
ACCOUNTING AT LIVERPOOL 


A professorship of accounting is t 
established in the University of Liver 
and The Institute of Chartered Account- 
of England and Wales has agreed’ 
provide from one of its educational trusts 
the sum of £2,500. per annum’ fo 
initial period of five years towards the 
cost of establishing the new chair. = 
The Department of Commerce at th 
University of Liverpool, which is close 
associated with the Department 
Economics, was, from 1947, one of the 
first university departments in thec 
to offer a B.com. degree specifically 
designed to lead to an accountancy 
qualification, : 


SHEFFIELD MEETING ` 


On October 1rth, the, Sheffield. 
District Society of Chartered Acco 
ants is holding a half-day seminar ¢ 
‘Mechanization of incomplete reco! 
work’, at the Royal Victoria Hotel, co 
mencing at 2 p.m. 

The various methods of mechani 


efficiently 












_ the handling of incomplete record wo 





both mechanical and electronic machines 
located in the accountant’s own office and 
ime-sharing bureaux utilizing a terminal 
nthe accountant’s office. It is hoped that 
the seminar will give the practising 
ccountant sufficient information and 
as to enable him to formulate satis- 
actory procedures for use in his own 
ctice. 

The cost of the seminar is {1-50 and 
applications to attend should be sent as 
soon as possible to Mr G. L. Stuart 
arris, A.C.A., 22 Norfolk Row, Sheffield 




















































THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


Dealing with People’ will be the subject 
a discussion’ to begin at 6.30 p.m. 
n ‘Tuesday, October roth, at Chartered 
.ccountants’ Hall, Moorgate Place, Lon- 
on EC2. Coffee and biscuits will be 
vailable at 6.15 p.m. 
The discussion will be chaired by Mr 
obert Ewan, F.c.a., Chairman of the 
ellowship, and accountants and their 
ends are welcome at the meeting, 
hether or not they are members of the 
‘ellowship. 


VAT AT COUNTY ANTRIM 


e-day course organized by The 
stitute of Chartered Accountants in 
reland on value added tax is to be held 
n Thursday of next week, October rath, 
he Dunadry Inn Hotel, Dunadry, 
Antrim, commencing at 9.30 a.m. 
he course has been planned to give 
embers a full appreciation. of the 
fuirements and accounting implications 
in order that they will be able to put into 
operation the planning required for the 
iew tax. Lectures will deal with the 
basic legislation, orders and regulations, 
accounting for the tax and transitional 
and other problems. The closing session 
will take the form of an open forum. 

‘The course will be conducted by 
Mr Geoffrey Vieler, F:c.a., a member of 
the Technical Advisory Committee and 
the “Taxation Courses subcommittee 
the English Institute. The course fee 
{12 which covers all meals and course 





1 be described, including the use of ` 






Dublin 2. 


GLASGOW CONFERENCE 
AND EXHIBITION 


The Scottish Branch of the Institute of 
Administrative Management will be hold- 
ing its autumn conference and exhibition 
in the City Hall, Glasgow, on October 
25th. 

The subject will be ‘Value added tax’ 
and the speakers will be Mr E. J. Y. 
MacMillan, a senior executive of Customs 
and Excise, and Mr A. W. B. Voge, 
C.A., partner in a firm of chartered ac- 
countants in Edinburgh. The luncheon 
speaker will be Mr Hugh Moran, director, 
West of Scotland Industrial Promotions 
Group. 

Further details and admission tickets 
may be obtained from Mr J. H. McCaig, 
Conference Secretary, Chrysler Scotland 
Ltd, Linwood Plant, Linwood, Paisley 
PA3 3AT. 


SOUTH-WEST ESSEX GROUP 
OF CHARTERED ACCOUNTANTS 


The 1972-73 session of the South-west 
Essex Group of Chartered Accountants 
commences on Wednesday of next week, 
October 11th, with an informal talk on 
the Finance Act 1972 by Mr J. D. 
Wells, F.c.a. Apart from a general 
résumé of the Act, particular reference 
will be made to the new personal and 
corporation tax systems. 

To be held at Nan’s Pantry, 772 
Eastern Avenue, Newbury Park, Ilford, 
at 6.15 for 6.45 p.m., the meeting is 
intended to be as informal as possible. 
Supper will be provided for £1-25, 
commencing at 6.45 p.m. sharp, and a 
fully stocked bar will be available. The 
fee for those not requiring supper will 
be 25p. Students under articles will be 
admitted without charge for supper 
and attendance. 

Applications should be made immedi- 
ately to the secretary, Mr D. E. Heady, 
F.c.A., 187A South Street, Romford 
RM: 1QD. 


JOHN FOORD & COMPANY 


61 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





“The following cases are down for hearing .. 


Michaelmas Sittings 1972 





during the Michaelmas Sittings 1972: ` 


Court or APPEAL 7 
Malcolm-Brown and another o. Begtorichk ` 
Kelmorie (Aldridge) Ltd v: Dickinson 
Dickinson v. Downes S 
Higgs v. Ransom 
Grant v. Trustees of Downes 1962 

Settlement 
Motley v. Pickersgill and another 
Robson v. Dixon 
Turner v. Follett 
Green v. CIR 
Taylor v. Provan 
Steiner v. CIR 

Hicu Court (Chancery Division) 

United Friendly Insurance Co Ltd v 
Eady e 

Lister & Co Ltd v. CIR 

Knight v. Parry 

Haddock v. Wilmot Breeden Ltd 

J.H.S. (Timber) Ltd v. Quirk 

Knight v. CIR 

Clark v. Follett 

CIR v. Joiner ` 


ORIGINATING MOTION 


Trimingham v. General Commissioners 
(Income Tax) for the Division of 
Hammersmith, London, and another, 


ANNOTATED TAX CASES 


Part 5 of volume ṣo of the Annotated 
Tax Cases, edited be Mr Peter Rees, 
OC is now published and contains 
reports, with notes on the judgments of 
the following cases: Blausten w.. CIR 
(ChD and CA); CIR v. Greaves (ChD); 
CIR v. Babcock & Wilcox Ltd (Chi: 
W. M.: Robb Ltd v. Page (ChD); Willin- 
gale v. Islington Green Investment Co 
(ChD); Pritchard v. Arundale (Chi: ` 
F.A. © AB. Ltd v. Lupton (HL); 
Thomson wv. Gurneville Securities Ltd 
(HL); In re Lyall (dec’d) (HL); Crabtree 
v. Hinchcliffe (HL); Doctor’s Cave Bath- 
ing Club (Fletcher) v. Jamaica Commis- — 
stoner of Income Tax (PC). 

The annual subscription to the Anno- 
tated Tax Cases is £5 post free, and the 
publishers are Gee & Co (Publishers) 
Ltd, 151 Strand, London. WCa2R ail, 





01-262 2473-8 
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‘This feat is made possible by the 
fact that the accountant has the 
Loudspeaking ‘Telephone 4. 


It leaves you with both hands free. 


So, you can take notes, search 
through files or even be checking y our 
customers’ accounts, all while you’re 
talking on the phone. 

It just sits there on your desk and 
you talk towards it. 

It’s also quite handy for small 
conferences. 

And by lifting up the built-in 


handset you can use it as an ordinary phone. 
The Loudspeaking Telephone 4 can 
be connected to exchange lines and most 


types of extensions. 
The cost for connecting is just £3. 


And the extra rental (minimum term one 
year only) works out less than Gop a week. 





ACCOUNTANT 


To discuss installation 
arrangements with our Sales ` 
Representative just Post ( Office 
complete and Se OSU Ce 
the coupon. 

e E 
q Please ask your Sales Representative to 
+ phone me for an appointment, 


“| Please send me your free colour leaflet on 
— the Loudspeaking Telephone 4. 


Name 
Company 


Address 


Tel. No. 


Send to Gerry Green, Post Office Telephone 
Sales, (TMK 2.3.1.), *FREEPOsT, London Ec2B 2TS 


> 
bei 
wenn 


*Freapost~ No stamp required 
E ae ce cece wan ‘nah ak Seca van cae 
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REGISTRATION FOR VAT COMMENCED OCTOBER Ist 


READ THIS GUIDE 
WHICH DEALS WITH 
THE PRACTICAL 
ASPECTS OF 
IMPLEMENTING AND 
OPERATING THE TAX 


KNOW EXACTLY HOW 
VAT WORKS AND 
WHAT IS INVOLVED 


EQUALLY VALUABLE 
TO ALL 
_ BUSINESSMEN AND 
| THEIR ACCOUNTANTS 


PRICE 45p net 


52p Including 
Postage and Packing | 
in U.K. 


Overseas 54p 


ORDER YOUR 
COPY NOW 
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for the accountancy profession throughout the world 





Principals with the 
responsibility for training 
newly articled clerks 











should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed bya businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES | 


Be guided by the experience of others 








TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 
tion in which you are interested) to the Metropolitan 
College (A1), St Albans, or CALL at the London Advisory 
Office, 30 Queen Victoria Street, London EC4N 45SX 
(01-248 6874). After office hours (5 p.m. Monday—Friday) 
telephone messages are recorded electronically. 


LINKED PRIVATE STUDIES 

For students who wish to participate in linked oral 
and correspondence tuition, the Luton College of 
Technology and Metropolitan College now offer 
these facilities. Please write to: Metropolitan 
College for details of various courses available. 


Metropolitan College, St. Albans 





-Accredited by the Council for the Accreditation of Correspondence Colleges. 
Member of the Association of British Correspondence Colfeges. 


Founded 1910 
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The Tax Credit System | 


prom its earliest days the income tax has been a thing 
of complexity, involving graduation and allowances — 
for support of children, maintenance of relatives, interest 
on debts and premiums on life assurance. Until the inflation 
brought about by the First World War, income tax 
bad little relevance for the lower paid, but as their 
incomes rose above subsistence level they were drawn into 
its mesh. The more pronounced levelling of incomes 
resulting from inflation and taxation in the Second World 
War spread the burden to an extent which necessitated the 
intr oduction of PAYE. 

The cornerstone of this system is to be found in the 
sunrulitive spread of personal allowances over the tax year. 
This made possible a faithful reflection of the pattern of 
income tax devised for the middle classes of the Nineteenth 
Century, an era of stability and family relationships. That 
system works badly in a population which can experience 
rapid fluctuations of fortune in the course of a twelvemonth, 
often in a succession of jobs. The uneasy amalgam of 
family subsidy payments and tax reliefs is only one facet 
of a jumble of schemes to assist the lowest paid workers. 
Together, the arrangements are characterized by the 
attachment of penal disincentives to marginal increases in 
earnings. 
` The new Green Paper, Proposals for a Tax-credit System 






(Cmnd 5116), has been phrased in terms which modestly . 


defer to the yet to be expressed wishes of people and 
Parliament. The dismantling of the administrative measures 
woven. over the past 30 years into the fabric of the working 
population’s economics will not be effected at a stroke. 
Nevertheless, we are likely to witness the most profound 
alterations i in the pattern of employees’ financial arrange- 
ments. Thus the future division of the enhanced children’s 
credits as between husband and wife could occasion a 
major shift in purchasing power. 

. Historians will perhaps see the new proposals as the 
outcome of the burdens that now press upon the Inland 


Revenue Department. To cope with the problems pre- | 














` Established 1874 


Telephone 01-836 0832 





OCTOBER 12th, 



























sented by job mobility it was proposed to. concentrati 
employees’ records. in ten computer centres but 
development has been halted by the unacceptable level 
continuing cost commitment. Decentralization of Lon 
work will go on and East Kilbride has an assured futur 
but the aim is that people should deal with a local offic 
wherever possible. Anticipated staff savings- may pri 
less significant than forecast but will bring compa 
manpower economies in industry and commerce. How 
it is unlikely that the volume of demand for professio 
services will slacken. 

The self-employed are now seen as the. submerged te 
lying outside the main system. Special arrangements 
secure for them the equivalent of tax credits, and 
assessment is waiting in the wings. In general, greater us 
will be made of the system of deduction at source ~ th 
efficacious device originated by ADDINGTON. Life assurance 
companies will co-operate in thankfulness at the preserv 
tion of tax relief for premiums, but banks may shudder a 
the introduction of ‘tax withholding for deposit or k 
interest. Some admiration may be felt for the sleight 
hand which will eliminate inconvenient. features such 
the mortgage option scheme and the tiresome attemp 
recover tax on ‘retainable charges’ — long an occasio 
tears. None the less, the smoothing out of the system 
reliefs will leave many rough age for individuals depri 
of accustomed privileges. 

The main selling-point of the new proposals lies i 
intended substitution of justice for equity. For too lon 
the tide has been running in the direction of greater refine 
ments in the adjustment of the tax burdens of those 
able to bear them, leaving the unprivileged to flounde 
a no-man’s-land between taxpaying and welfare receipt: 
harassed by the marginal discontinuities that result fr 
a miscellany of means tests. The flat-rate 30 per cent basic 
rate of income tax is seen as the symbol of | equality of 
opportunity ~ from everyone according to his ability; the 
tax credit gives practical recognition to the other side of 





















e equation — to everyone according to his needs. 
Indeed, what is being proposed is not the amalgamation 
f social security and tax paying but their separation. In 
e past a relief has depended on its annexation to an 




















































F Herr Wilhelm Haferkamp is allowed to have his way, 
What about the workers?’ is likely to become something 
wore than a catch-phrase or parrot-cry in Britain’s board- 
ooms. As the commissioner responsible for harmonization 
f legislation within the EEC, Herr Haferkamp last week 
ut to the Community’s Council of Ministers proposals 
esigned to impose on all EEC public companies with more 
an 500 employees a mandatory requirement to appoint 
arate management and supervisory boards on the 
esent Netherlands or German model. 
Under the proposed ordinance, the supervisory board 
uld have responsibility for monitoring the overall 
nduct of the business, and its consent would be required 
certain fundamental decisions — for example, closure 
of the business or a major branch or division of it; major 
anges in its activities or organization; and co-operative 
ntures with other companies. Moreover, this board would 
subject to a significant degree of worker influence, either 
‘direct participation as in Germany — where one-third 
the board members, more in some heavy industries, must 
be workers’ representatives — or following the Netherlands 
‘ule that members of the board must be acceptable to the 
workers’ council of the company. 

Though differences of expression and nomenclature may 
‘exist, the principle which underlies this latest proposal is 

ot a new one. The distinction between executive and non- 
executive management is well established and understood 
within Britain’s public companies, and would have received 
statutory endorsement under the terms of Sir Brandon 
Rhys Williams’s Companies Bill, which received its second 
eading in the House of Commons earlier this year (The 
Accountant, December 23rd, 1971, April 20th). This Bill 
was, however, predominantly shareholder-oriented (as is the 
case, for historical reasons, with the bulk of UK company 
legislation) and the idea of statutory worker representation 
has yet to commend itself unreservedly to British manage- 
ment — or, indeed, to British trade unions. 
The idea of worker. participation at boardroom level 
would at one time have been considered heretical, and the 
igth-century view that ‘the hands get their money, and the 
balance sheet’s nothing to do with them’ was a long time 
in dying; indeed, a letter which appears on another page 
suggests a fear that it may yet live on in some minds. 
On the other hand, worker participation has received 
something less than a universal welcome from trade 
unions, even in such countries as Germany, where it has 


adequate income before it could benefit a dependant, but 
in future the employed population will present its weekly 
claim on the national kitty at the moment when it is 
required to make its contribution. 


(hat About the Workers? ` 


been an established feature of industrial life for a generation. 
Union leaders instinctively fear that participation at board 
level would fetter their freedom of action in pursuit of 
their primary obligation to their own members, and that 
as a minority group within the supervisory board they 
would be relegated to a position of ‘responsibility without 
power’. Moreover, experience in Britain has already 
indicated that union leaders in high places — possibly as 
members of the boards of nationalized industries, or of 
consultative bodies — may be surprisingly out of touch with 
the day-to-day aspirations of their own members. These 
aspirations are far more likely, it has already been pointed 
out, to revolve around pay and the day-to-day conduct 
of shop-floor management than to be influenced by any 
vicarious sense of sharing in policy. 

It needs to be remembered, too, that what is right for 
Continental European nations, particularly Germany, is not 
automatically the most appropriate course for the United 
Kingdom to follow. This statement is put forward, not in 
any spirit of xenophobia or prejudice, but as sober recog- 
nition of the fact that the history and economic develop- 
ment of these two nations has been along significantly 
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The new Save and Prosper Personal 
Pension Plan provides a complete 
- personal pension scheme for the self- 
employed. The Plan now offers greater 
_. tax advantages and greater flexibility 
than ever before. 


It has six important advantages: 





“a Two new tax-exempt funds. The planholder can link 
` Ehe Plan to either. Through the Save and Prosper 

i Property Pension Fund his pension can be built up 
through an investment in property, and through the 
Save and Prosper Equity Pension Fund it can be 
built up in stocks and shares. Since both these funds 
are completely fax exempt all investment 
accumulation is entirely tax free. — 





the amount and frequency of his contributions and 

= the fund to'which they are linked and can invest any 
amount up to £1,500 a year or 15%% of his net 
relevant earnings, whichever is the less. 


an 2 Contributions are flexible. The planholder can vary 


S & P Services Limited, 


122-138 Leadenhall Street, London EC3P 3HX. 


Personal Pension Plan 


Please send me further details of the 


new Save and Prosper Personal Pension Plan. 


Address 


save and Prosper 
sonal Pension Plan 


-A new plan tailored 
to tomorrows needs 






















Full tax relief on contributions. All allowable 
contributions qualify for full income tax and surt: 
relief. 


A choice of pensions, The planholder can take eithe: 
4 a fixed pension, or one that is linked to the value 

the units in his Plan so that it has an opportunity. 

growth in the future. ee 


Protection for dependants. The Plan provides ` 
5 automatic protection for dependants, should the 

planholder die before retirement, and allows 

provision to be made for them after retirement. 


A tax-free lump sum. The Plan allows a tax-free ZC 
lump sum to be taken at the beginning of retirement. 


The flexibility of the new Save and Prosper Personal 
Pension Plan should enable anyone who is self-employed 
to provide themselves with a retirement pension that ` 
meets their needs. Please complete the Ki 
coupon below for i 
literature or 
telephone S&P 
Services Ltd. on 
01-638 8922. 








d Name 


E AND PROSPER GROUP | 


JF 
i am me a m m ed 


1210/290 | S 





Knight 
Frank & 
Rutley 


Auctioneers and Surveyors 
Valuers of Industrial Properties 
Plant and Machinery 

Fire Loss Assessors. 


20 Hanover Square, London wir oan Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 app Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 


We found Tony in his | beer UNIVERSITY MANAGEMENT 


PROGRAMME 


bedroom. It smelt like — dicen 
an open sewer || BRUNEL UNIVERSITY DIVISION OF LAW 


Tony was just 33 when we found him. : ge | 

The house was filthy. in the kitchen, there coe i : 

were 72 empty milk bottles. 
The NSPCC’s files are full of cases 3 

like Tony’s. Chitdren whose need for help 


is urgent and desperate. | 
The more legacies and donations we AN D BRITISH IN DUSTRY 
«get, the more we can do for these Zei 
children. ' f 
Children like Tony badly needa new b THE EXPERT VIEW FROM 
start in life. Please, please help us to i 


give them one. | BRUSSELS AND LONDON 
November 14th-16th, 1972 


The impact of EEC Law on Corporation Tax, 

| Company Law, Competition, Patent Law and 

National Society for Insurance in Britain will be examined by five top- 
the Prevention of Cruelty. f e x SA K S S S 

to Children, Room AC 472, ‘| ranking Community officials and seven authoritative 


a 
eg speakers from the U.K. 


Details from: Miss N. Fonda, Brunel University 
Management Programme, Kingston Lane, 
Uxbridge, Middlesex. Tel. Uxbridge 30034. 











different lines. The traditional sources of capital for German 
industry have not followed those of the UK; and in a land 
where the preponderance of bearer shares. deposited with 
instruments. of proxy, has given the principal banks an 
estimated 70 per cent interest in the equity of some very 
substantial enterprises, shareholder protection may not be 
a primary requirement of the legislation. The direct parti- 
_cipation of workers’ representatives in policy decisions can 
be traced to the almost unique problems of re-establishing 
German industry in the immediate aftermath of the 
‘Second World War; there are, furthermore, differences of 
history, tradition and approach between the British and 









rman trade union movements. 





It is perhaps the most serious criticism of Herr 
Haferkanap’ s proposals that they appear to have been 


framed, in some of their aspects, with an almost t 
absence of consultation with potentially interested. part. 
and that in theory Britain — not yet a member of EEI 
could be presented with a fait accompli on a simple majori 
vote of members of the existing Council of Ministers. T 
is not what we would understand as ‘harmonization’. ` 
There are, more fortunately, reassuring indications thi 
the Council is unlikely to reach a decision on the proposa 
before Britain (which, as has previously been said, excee 
the whole of the present EEC in number and mar 
capitalization of publicly quoted companies) can make 
voice heard; and that, while a simple majority vote of 


Council of Ministers is sufficient to endorse the Comn 


to be disregarded. 


sion’s plans, the views of a major government are unl 
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Tenth International 


Congress 





HE accounting profession, it has 
een freely forecast, is in some 
danger of coming to a grinding halt 
the greater part of October, whilst 
many of its most distinguished 
members arë attending the Tenth 






. International Congress of Accountants 


‘in Sydney. As previously announced, 
the Congress opens with denomina- 
tional religious services during the 
coming week-end, followed by the 
imaugural reception by the Congress 
President, Sir Ronald Irish, op. 
F.C.A.(AUST.), next Monday evening. 

In a special message to all Congress 
-participants recently, Sir Ronald said: 
‘I know that all those who will be 
visiting Sydney are assured of a very 
warm welcome. Every member of the 
host bodies will help in every possible 
way to ensure that our visitors enjoy a 
very memorable occasion.’ 
` Attendance at the Congress, over 
6,000 in all, has already swamped the 
capacity of the Sydney Opera House 
which was originally intended as the 
Congress venue. However, in order 
that those attending shall not miss the 
opportunity of seeing this great State 
‘enterprise, the Government of New 
South Wales, at the request of Sir 
‘Ronald Irish, has arranged for con- 
ducted parties of delegates and their 
‘wives to be escorted round the Opera 
House on October 15th and 22nd. 


Priority will be given, in arranging 
these parties, to visitors to Australia 
from overseas. 

During the Congress plenary ses- 
sions, the official language will be 
English, with simultaneous translation 
available into French, German, 
Spanish and Japanese. A daily paper, 
the Congress Daily News, is being 
published from October 16th to st 
and distributed to delegates free of 


charge, and a fully staffed information | 


and service centre will be in operation 
throughout the Congress period at the 
Wentworth Hotel. 


Coverage of the principal events of ` 


the Congress, including summaries of 
several of the papers to be presented, 
will commence in The Accountant 
next week. 


Government Accounting 


Course 
EPRESENTATIVES from 18 


overseas countries are at present 
attending a British Council Course on 
‘Developments in Government Ac- 
countancy and Audit’ which is being 
held in London until December 15th. 
The course is designed to give senior 
finance, accountancy and audit officers 
in overseas government and public 
service an opportunity to study finan- 
cial, technical and managerial prob- 


Quotation Requiremen 


lems likely t to be encountered by | the 
departments. 

Organizations collaborating pith 
British Council in- presenting ` 
course are HM Treasury, Overs 
Development Administration, Cen 
Office of the Overseas Audit Serv 
Department of Education and Sci 
Exchequer and Audit Departmen: 
The Institute of Municipal Treas 
and Accountants. Course studie: 
be under the direction of Mr 
Stonefrost, F.LM.T.A, D.P.A., S 
tary of The Institute of Mun: 
Treasurers and Accountants, an 
J. E. Bell, awwm.t.a., a member 
the IMTA Secretariat. 

Members attending the cours 
from the Bahamas, Botswana, Cey 
Cyprus, Ecuador, Egypt, “Ghan 
Guyana, Iran, Jamaica, Japan, Jord 
Kenya, Lesotho, Malaysia, me 





Philippines and Sudan. 





© TREAMLINING procedur 


save unnecessary duplication 

work on the part of companies seel 
quotation on more than one Bour 
within EEC, are currently under e 
sideration by the EEC Commis 
Information required from comp: 
seeking quotation in any membe: 
state is to be standardized, at least 1 
the extent of bringing requirements : 
all states to a minimum level. 

There. is no intention, it has beer 
officially confirmed, of relaxing stan- 
dards in-any country whose require- | 












ents are already more stringent Chan 


hose now proposed. 

_A statement from the Stock Ex- 

"hange, London, last week announced 
‘that ‘The Council does not wish at this 
‘stage to prejudge the issues raised 
without detailed scrutiny of the pro- 
_posals, which now await a decision by 
the EEC Council of Ministers.’ At the 
ame time, these proposals are of close 
ncern to the London market, when 
sremembered that quoted companies 
n the United Kingdom alone signifi- 
cantly exceed, both in number and in 
larket capitalization, the combined 
tal of all present EEC member-states. 
The recent ruling by the Stock 
xchange, London, that locally-audited 
counts of French companies would 
t necessarily be acceptable as the 
mais of a Tendon quotation (‘French 
uotations’, The Accountant, August 



















17th) has provoked irritation and some ` 
embarrassment. within the French ac- 


counting profession. This week’s 


Brussels conference on ‘The integra- 


tion of European securities. markets’ 
is unlikely to lack topical issues. 


Bank Rate No More 


ANK Rate, which has been with 

us since the 17th century as the 
rate at which the Bank of England will 
lend to approved institutions on first- 
class security, and thus as the general 
key to money market rates, is to go. 
As this issue of The Accountant comes 
into our readers’ hands, the functions 
of Bank Rate will be superseded by a 
new official minimum rate for lending 
to the market, based on the average 
weekly tender rate for Treasury bills, 
plus one-half per cent, and rounded off 










Structure 


ECRUITMENT and placing of 
prospective articled clerks for The 
stitute of Chartered Accountants in 
ngland and Wales, within the Lon- 
on area, will be undertaken by the 
London and District Society of Char- 
tered Accountants as from January rst 
next. Following a survey undertaken 
by. LDS earlier this year — which 
„attracted an abnormally high response 
rate — over half of those who replied 
(mostly medium-sized or small firms) 
indicated their need for such a service. 
Outside London, the services already 
‘provided by other district societies of 
the Institute will continue. 

The Institute is discontinuing its 
= articled clerks’ appointments 
‘service as from December 31st, in 
‘order to give greater emphasis — in 
liaison with district societies, universi- 
ties and polytechnics — to the counsel- 
ling aspect of recruitment. Mrs Gwen 
Baker, the present senior appointments 
officer (The Accountant, March 12th, 
1970) will be re-designated ‘Student 
: Counsellor’, where her knowledge and 
experience can be used to the greatest 
benefit in as wide an area as possible. 
~ In addition to her programme of 
‘Visits to universities and polytechnics, 


institute's New Recruitment 


Mrs Baker will be available to assist 
district societies and branches with 
their recruitment problems if desired. 
Twice-weekly group counselling ses- 
sions are also being introduced at the 
Institute, to provide school leavers and 
graduates with an opportunity to 
discuss their particular problems with 
Institute staff. 

The range of Institute recruitment 
literature is at present under review, 
and is likely to be supplemented by a 
new booklet giving details of firms 
with training opportunities for non- 
graduates. This will be in addition to 
the existing directory of firms with 
training opportunities for graduates. 

Meanwhile, the London and District 
Society is contacting all firms likely to 
make use of its service, together with 
schools, universities, careers officers 
and other organizations likely to be 
concerned. It is also seeking a director 
for the new service, and suitable 
premises in Central London; one 
possibility is that the service will 
operate from Chartered Accountants’ 
Hall. The Institute will in any event 
continue to provide an inquiry desk 
service for personal callers and a 
postal information service. 


to the nearest one-quarter per cent - 


above. This formula, applied. to the 
latest Treasury bill rate of 6:6676 per 
cent, gives an official minimum rate 


of 7} per cent, compared with a 6 per 
cent Bank Rate since June 22nd last. 
Announcing the new policy last 
Monday, the Chancellor of the Ex- 
chequer, the Rt Hon. Anthony Barber, 
P.C, M.P., said: ‘Following the new 
arrangements for controlling credit 
and stimulating competition in bank- 
ing, the role of Bank Rate in the 
determination of the structure of 
interest rates has declined. Since then, 
the main function of Bank Rate has 
been simply that of setting the mini- 
mum rate at which the Bank of Eng- 
land stands ready to lend to the money 
market. In. these circumstances, it is 
inappropriate that this technical money. 
market rate should be subject to the- 
rigidities that have governed the 
movement of Bank Rate in the past.’ 
Money market fluctuations over the 
past year have highlighted some of the 
inadequacies of Bank Rate as a penal 
rate and thus as an instrument of 
control. The Chancellor has not 
excluded the possibility, however, of 
a special change in the ‘last resort 
rate’ when it is considered necessary 
to give a lead to interest rates in 
general. 
Should such a special change be 
thought necessary, it will be announced 
at noon on Thursdays, in the same 
manner as Bank Rate changes in the 
past. Otherwise the new last resort 
rate, determined automatically in ac- 
cordance with the formula, will be 
announced on Friday afternoons at 
the same time as the results of the 


weekly Treasury bill tender. © 


: More on Inflation 


hardly needs a major opinion poll 
to learn that, for the vast majority 
of the British people, the major. 
problem in their daily lives is the 
spiral of rising prices. The precise 
causes of what the economists call 
‘inflation’ are not always self-evident, 
nor is there unanimity concerning 
those causes which are evident. 

There is not so much divergence of 
opinion on such matters in the 12 brief 
papers which make up a new booklet 
from the Institute of Economic Affairs 
Inflation: Economy and Society ({1-25). 
Contributions from economists, finan- 






cial journalists, politicians and busi- 
nessmen seem at one in agreeing that 
inflation is the cancer of society and 
can destroy it. 

As to the causes of the inflation 
there is general agreement that what 
Mr Paul Bareau terms the ‘monopoly 
power of the trades unions’ is largely 
responsible, although Mr Brian 
Griffiths, of the London’ School of 
Economics, in what is the longest and 
most thorough contribution, empha- 
sizes the contribution from inter- 
` national inflation via the difficulties 

of the US dollar. Professor D. R. 
Myddleton’s contribution on ‘account- 
ing confusion and economic mis- 
calculation’ may evoke some response 
in many accountants’ hearts. Mr Lewis 
Whyte i is of the opinion that inflation 





can no longer be held down to a 
tolerable level without administered 
restraint of prices and incomes. 

Concern with the same problem 
in so far as the inflation is primarily 
attributable to excessive pay awards 
leads Lord Wilfred Brown to publish 
his plan for a new incomes policy 
institution to be called the National 
Council for Regulating Differentials. 
By his emphasis on differentials the 
author has got to the heart of the 
problem, particularly as far as helping 
the lower paid is concerned. Basically 
his plan would be for the Government, 
with Parliamentary approval, to state 
the annual increase payable and then 
leave the NCRD to make recommend- 
ations on its allocation between 
different groups. 





The Dollar Abroad — American 
Institute’s New Study 


IN 1971, 74 per cent of all major 

American industrial corporations re- 
-ported investments in ‘foreign’ opera- 
tions; and, with the level of US 
. investment in foreign branches and 
controlled affiliates currently running in 
excess of $78,000 million, the basis of 
` conversion of overseas currencies to US 
dollars is a matter of some significance, 

Recent events, in particular the 
international monetary crisis of 1971, 
have drawn the attention of the 
accounting profession in the USA to 
the fact that existing procedures for 
translation of other currencies into 
US dollars were developed long ago 
under different circumstances. 


Attempts to meet this situation on an ` 


ad hoc basis, it is suggested, have been 
‘more distinguished for producing 
results that their advocates judge to 
be desirable or “more realistic” than 
for either thorough analysis or con- 
` sistency with existing basic notions of 
‘accounting.’ 

Against this background, the Ameri- 
on Institute of Certified Public Ac- 
countants has recently published 
oe Foreign Operations of US 

Companies in US Dollars, a research 
‘study undertaken by Mr Leonard 
Lorensen, c.p.a. Two alternative 
methods of currency translation are 
currently in general use by American 


companies, one based on the distinc- 
tion between current and non=current 
assets and liabilities and the other on 
the distinction between monetary and 
non-monetary items. Mr Lorensen’s 
thesis favours the ‘temporal’ principle, 
under which money and receivables 
and payables measured at the amounts 
promised should be translated at the 
foreign exchange rate in effect at the 
balance sheet date. Assets and liabilities 
measured at money prices should be 
translated at the foreign exchange rate 
in effect at the dates to which the 
money prices pertain. The dates. used, 
he suggests, ‘are the same as the dates 
that determine the index number of 
the general price level in the conversion 
factor used to restate in general price- 
level accounting’. 

AICPA research studies are not 
official pronouncements on accounting 
principles, and are published with a 
view to stimulating informed discus- 
sion as an aid to reaching decisions. 
Copies of this latest publication are 
available at $3-75 from the AICPA, 
666 Fifth Avenue, New York, NY 
10019, and interested parties are 
invited to express their opinions. All 
comment, it is stated, will be treated 
as a matter of public information unless 
confidentiality is requested in a parti- 
cular case. 








Leonard Shaw Memorial 
Fund 


N recognition of the pioneering 

work in the field of management 
accounting and consultancy by the 
late Mr Leonard W. Shaw, pa 
F.C.A., J.DIP.M.A., members of his staff 
and others inaugurated and subscribe: 
substantial sums to a memorial fun 
Mr Shaw, it will be remembered, w 
the tragic victim of an armed robb 
(The Accountant, December 7th, 19 

The trustees. of the fund, in cor 
sultation with the Board for the J 















The late Mr Leonard Shaw. 






















Diploma in Management Accoun 
Services (of which Mr Shaw was 
member) have decided. to award, 
the next five years at least, a prize 
the candidate gaining the highes 
marks in the Financial Managemer 
paper at Part I of the J.Dip.M. 
examination. The award will take - 
form of a piece of silver or ott 
suitable memento to the value ` 
approximately £50, to be selected b) 
the successful candidate in consi 
tion with the trustees. E 

The Joint Diploma Board, in 
pressing their gratitude to the tru 
have remembered Mr Shaw’s. cle 
interest in the advancement of educ 
tion for the Diploma. It is partic 
appropriate, they feel, that he she 
be remembered in this way. 


Household Expenditure 
Analysed 


HROUGHOUT each year ab: 
74 thousand households in the U 
provide information on their weekk 
expenditure and other recurrent pay 
ments such as gas and electricity 
accounts. From this information th 











mployment compile . the ` 
mily Expenditure Survey. The latest 
port for 1971 (HMSO, £2-40) is the 
usual mine of information from which 
n be learned how people in different 
icome groups, different types of 
housing, and regions spend their 
oney. The information also provides 
e basis for the Index of Retail Prices 
yd, in recent years, the survey has 
en extended to cover a larger number 
facets of household life. 
Just over half of the households in 
e UK own a car and g1 per cent have 
television set. Barely a third, how- 
er, have central heating and some 
per cent a telephone: About two- 
irds of all households have a washing 
chine; slightly more have a refrig- 
rator. The regional distribution. of 
ie ownership of these goods is varied; 





isticians of othe Department of t 
annual ` 








-in East Angli 3 per cent, the ` 
highest figure for any region, while the- 
lowest is 38 per cent in Scotland. 


Variation in telephone ownership is — 


even wider, falling from just under 
50 per cent in the South East to barely 
half that figure in Wales. 

The pattern of expenditure on 
different products and services reflects 
the same regional variations, but the 
differences are not so large. For 
example, just under 29 per cent of 
Welsh households’ expenditure goes 
on food but in the South-east the 
comparable figure is just over 24 per 
cent. In the North, 6 per cent of 
household income is devoted to 
alcoholic drink but only 3-5 per cent 
in Northern Ireland. Variation in 
housing costs is not as great as might 
be thought; the national average of 


UK compares with 


-35 per cent in the South-east and 27 


per cent in Yorkshire. 





NUMOUR by Sinathurst | 


LET'S GET 
AWAY FROM. 
THOSE OLD 
SQUARES 





















IS IS MY LIFE 


Le Roi Est Mort 


by An Industrious Accountant 


For months past the Chairman has been murmuring 
vaguely about his impending retirement, but in the 
vent he dropped it like a bombshell. At the end of last 
eek’s board meeting he said casually he’d be finishing 
p on Friday; he’d all arrangements made for his world 
cruise; we could announce his successor’s name immedi- 


















“Then he tabled a wad of the newcomer’s papers, transfer 
rms, declaration of interests, and so forth, and sat back 
miling rather wistfully. 

-Talk about surprises! I know my own jaw dropped, but 
stening to the others congratulating and chafing him 
ffusively, I realized they weren't surprised. They had 
own what name was coming. But they were tense and 
l-at-ease beneath their joviality, like beaten marshals 
igning the peace terms, and the message came through, 
eceivable loud and clear. 

Actually, I hadn’t known the timing; but I’d picked up 
he background, wheels-within-wheels, although on such 
subject a secretary's lips must be sealed. Still, a little 
- may be told. 

The grapevine has been rustling frenziedly in the store, 
naturally, but the rank and file of the staff haven’t really 
ot a clue. They had been betting on one or other of the 
resent directors, with long odds on some dark horse 
utsider. Down town the industrial and financial characters 


had their ears to the ground, with keener odds on a bigger 
field, but the name was still a secret. 

Our bank manager, himself of discretion beyond sus- 
picion, quizzed me humorously, trailing his sprat to catch’ 
my mackerel. ‘Somebody’s family control a hell of a lot of 
votes’, he hinted. ‘Think bell make it? I asked him for 
the breakdown of the big holding of the bank nominees, 
those faceless unknowns, and we parted on level terms. 

Our elderly stockbroker was condescending. He was 
aware of the big block of shares held by a certain financial 
institution, he confided, and understood it was supporting 
a certain party of almost international repute . . . yes? 

They probed me with Hamlet-like efforts, ‘with arms 
encumbered thus, or this headshake, or by pronouncing 
of some doubtful phrase “we could, and if we would” or 
“if we list to speak” °- but 1 was an oyster. 

I asked the chairman, with the due deference of a loyal 
but worried supporter, if he was satisfied that the unknown 
new leader could maintain the present high standard. He 
answered the gambit with a brisk ‘flattery gets you no- 
where’, but unbent to talk of the need to protect staff and 
shareholders against the menaces of the seventies (he’s 
never lost his paternalistic approach to his responsibilities, 
bless him) and to harness new skills, new business tech- 
nology, was essential to that end. It was the era of the 
money-changers, not the merchants; that was why one 
couldn’t make the obvious choice. 

Pd asked the managing director, too, without fear or 
favour, as befits a colleague, if we might disclose the 
replacement’s name soon. This grapevine gabble in the 
corridors was bad for staff morale and for our public image, 
I said. ‘All in good time’, he answered, but his face twitched 
uneasily, and I had my answer. The name of the game was 
power, and he hadn’t any. 

The new king is due next week . Forecast: stormy. 
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Value Added Tax 


Loose-leaf 


Consulting Editor: G. S. A. WHEATCROFT 
General Editor: JOHN AVERY JONES 


«Over a million businesses must register before the end of 


January 1973 (firms with the initial letters A-C during 
‘October 1972; D-J, November 1972; K-O, December 


1972; and R~Z, January 1973). Their VAT systems and paper- 
“work must be in order: and accountants and lawyers are being 
` called upon to advise. 


: var has attracted a flood of publications of varying utility. 
|: Most attempted to be short guides without reference material ; 





o Some were written at Bill stage; others perhaps have been 


hurried before all the vital Statutory Instruments were available 


E < for complete consideration, annotation and full integration: 


“even at this stage in October 1972 there are still various 
orders and notices to come. It must. surely be preferable 
to deal with all these as a coherent whole. 


- Sweet & Maxwell Ltd, with W. Green & Son Ltd, who 
. together are experienced in both taxation and toose-leaf 
reference books, consider that the professional man and 
business man need a work which contains all the relevant 
legislative material (Acts and Statutory Instruments), con- 
stantly brought up to date, the latest Tribunal and Court cases, 

material. from relevant. European. sources, Customs and 
` Excise Notices, etc., and work has been proceeding to produce 
such a reference book that, in all senses of the word, may 
rightly be called an ENCYCLOPEDIA. 


We have been fortunate to secure the services of Mr John 
` Avery Jones, MA LL.B., F.T.LL, as General Editor of the new 
` ENCYCLOPEDIA. OF VALUE ADDED TAX and Professor 
< G.S. Ac Wheateroft, who has been adviser on VAT policy to: 
` the current administration from duly 1970, has agreed to act 
_ as Consulting: Editor, 


Sweet & Maxwell - W. Green & Son 


Mail orders to: North Way, Andover, Hants 


Bookshop: 116 Chancery Lane, London WC2A 1PP 











| “Announcing the Complete and Considered | 
_ Reference Work on VAT for Professional Use 















The ENCYCLOPEDIA OF VALUE ADDED ‘TAX. will be 
published in November/December at £10 net but order 
received by the 31st October. will be charged at a pre 
publication price of £8 which will include postal charges and 
all service releases (at least three per annum) up to the end of. 
1973. 






Free R 
Pre-publication Service 


As a precursor. to the ENCYCLOPEDIA OE vALUE | 
ADDED TAX, we have prepared a prè- publication Zb 
booklet of over 100 pages containing a concise. J: 
Introduction; full section by section annotations and 
explanations of the Finance Act 1972. VAT material up 
to the date of enactment (sections 1-51 and Schedules.’ 
1-6) ; and the complete test of the Statutory Instruments 
published to the 7th ‘September, fully annotated. This 
booklet is, in almost every respect, as complete as 
anything else currently available and has already been ` 
mailed to subscribers to British Tax Review and British ` 
Tax Encyclopedia completely free of charge. All. this, ` 
and more, will be revised and: expanded..in ‘the 
ENCYCLOPEDIA. We have allocated a further 500°. 
copies to readers of THE ACCOUNTANT. and you are 
invited to write to the Sales Department, Sweet & | 
Maxwell Ltd, 11 New Fetter Lane, London EC4P AEE 
fora free copy. This is without anyphi igation to purchas z 
the ENCYCLOPEDIA. E 


















f particular interest to \ccountants: 


e O ice 9 
all risks policy 
for office occupiers 


All risks cover for all office contents BL $. e, 
Æ Generous ‘interruption of business’ cover X o x x 7 
* Liability risks included 

Loss of money and negotiable instruments including 
* 









* 








assault risks OCH) 


Optional Personal Accident cover for Principals and INSURANCE 
Staff completes the package looks 


after you 
fas 









E E Contact your local Royal 
| Royal Branch for full details 
— Officesafe `" 
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-Chasing the Laggards | 
PROSECUTIONS were launched 


by the Department of Trade and. 


Industry this week against 100 com- 
-panies for failure to file documents at 
Companies House within the statutory 
time limits — the Jargest number. of 


- such cases ever to be undertaken. at © 


one time, and in comparison with a 


total of no more than 586 prosecutions. 


(386 convictions) for comparable 
offences during the whole of 1971. 
This development, it has been sug- 
gested, indicates a more vigorous 
approach by the DTT to its responsi- 
¿bilities in this field, not wholly 
divorced from Parliamentary pressure 





-by several MPs who have expressed ` 
-repeated concern at the apparent ease 
‘with which the statutory requirements 


have been disregarded. 
Allegations of ‘a substantial and 
continuing level of default’ in the 


filing of accounts by formerly exempt- 


private companies were first made in 
The Accountant for October 7th and 
21st, 1971. Though this imputation 
was contested at the time by the 
Registrar of Companies, it has since 
become common knowledge that sub- 
stantial delays — aggravated by a 
dramatic increase in the number of new 
company registrations — have occurred 


in the administration and policing of ` 


various aspects of the Companies 
Acts. According to a survey under- 


-not to mention those companies whos 


the characteristics of ‘hot pursuit’ 















taken earlier this year, no less than 
Der cent of a sample of goo compa 
proved to be in arrear with ` 
returns. ae 
As we have remarked before, ` 
value of financial information dec 
sharply with delay in producing i 


delays may indicate not so muc 
intent to deceive or to defraud as th 
fruits of their previous experience t 
delay in performing this parti 

duty is unlikely to evoke any sig: 
ficant consequences. The DTI’s n 
approach, though lacking somethir 





least indicates something a little 
lukewarm than has hitherto been | 


Share Schemes and the Ne 


Effect of Legislation and some Anomali 


ER year has been a highly significant one for share 

` ¥ option and share incentive schemes. First, the accolade 

of the Chancellor’s approval in his Budget speech. Second, 
the Finance Bill with its over-restrictive provisions (outlined 
in The Accountant of April 27th and May 4th). Third, three 

months of intense activity while the Bill was amended in 
committee. And finally, in August, the 1972 Finance Act 
itself containing the new rules. 

_ - Now, some two months after the publication of the Act 
the effect of the legislation on share schemes (a generic 
term for both share option schemes and share incentive 
schemes) is becoming apparent. The present purpose is to 
survey share schemes in the light of the new legislation 
and to examine the particular problems facing partly paid 
schemes. 


Effect of new Act 


_ First, the effect of the 1972 Finance Act on share schemes 
generally. It would appear that the legislation subdivides 
share schemes into four categories: 


(1) Approved share option schemes 
Under this type of scheme an employee is granted a right 
to acquire shares at a price equal to the ordinary share 
price at the date of grant. This right must be exercised 
before the seventh anniversary of the date the option was 


granted. 





by CHARLES NORMAN, Managing Director, Lowndes Management Incentive 


case. 
















Finance Ac 


(2) Approved share incentive schemes 
These will be of two types: Ti 
(a) Part payment scheme, The company issues ordin 

shares direct to the participants on the basis o i 
1p paid. While the shares are partly paid they : 
subject to restrictions, for example no voting, divic 
or transfer rights. ‘The balance of the issue 
discussed in detail later in this article, may rem: 
outstanding for a maximum of seven years. On pa 
ment of the final call the restrictions are re 
from the shares. Ne 
(6) Loan scheme, The company provides a trust with fu 
which are used to subscribe for ordinary sh 
associated with temporary restrictions such as 1 
to vote, receive dividends or transfer. ‘The trus 
sells: these shares to the participants leavin 
purchase price, frequently less than the then 
price of the non-scheme shares, outstanding on. 
account repayable after seven years. The sch 
states when, or on the happening of what event, 
restrictions are removed from the shares, 


(3) Profit-linked share incentive schemes ce 
To fall within this category a scheme must have tw 
characteristics: E: Ze 
(a) the participants must receive shares in a mann 

related to profits; stony O 
(6) the shares must form part of their emoluments: 

(4) Acquisition of shares with no special restrictions, e. Gn 

the majority of cases) ordinary shares. ` TERE 
































gains resulting from an employee’s participation in a 
seme falling within one of these categories will be treated 
apital gains. If, however, either the scheme falls outside 
d these categories or, in the case of a scheme within 


me. $ 
he definition of what falls within these provisions is 
emely wide since it covers any arrangements. where a 
on acquires shares, or an interest in shares, or exercises 
ht to acquire shares as a result of an opportunity 
red to him as a director or employee. The task of 
eciding whether or not a particular scheme falls within 
e of the four categories falls on the Inland Revenue who 
ll; in future, be under a statutory obligation to comment 
on all schemes submitted to them. 

It is not possible in an article of this length to examine 
all four categories in detail. Since the majority of future 
are schemes will fall in categories (1) and (2) above, it is 
oposed to deal exclusively with these categories. 


edule12 

o qualify for inclusion in categories (1) and (2) above, a 
heme and its participants must comply with the require- 
ents of Schedule 12 to the 1972 Finance Act. The most 
tant of these requirements are summarized below. 





- Share option and share incentive schemes 

be approved the scheme: 

) must not envisage the issue of shares: 

(a) which are in a subsidiary, unless that subsidiary is 

quoted; 

(6) which constitute a special class; 

` (c) which are in a company other than the participant’s 

employing company, or 

(i) either a company controlling it, or 

(ii) a company which is a member of a consortium and 
owns at least 15 per cent of the ordinary share 
capital. 

(2) must limit: 

` ` (oi (he nominal value of shares issued and/or rights 
granted under a company’s approved scheme(s) must 
not exceed the following: 

(i) if the ordinary share capital of the company does 
not exceed £2 million, 10 per cent; and 

(ii) if the ordinary share capital of the company 
exceeds {2 million, 5 per cent or £200,000 which- 
ever is the greater; 

(b) the extent of an individual’s participation so that the 
amount of the issue prices of shares held by a parti- 
cipant subject to a scheme together with the amount 
of the option prices of any outstanding options held 
by him does not exceed four times his remuneration 
in that year or in the previous year, whichever is the 
greater. 


‘hare option schemes only 


‘To be approved the scheme: 

(x) must limit the period during which the option may 
remain unexercised to the earlier of seven years from the 
_ date of grant or six months from the date of cessation of 
-employment (12 months in the case of death); 

(2) must provide that the option price is not manifestly 
different from the market value of shares of the same 
class as those under option. 


gories (1) or (2) the participant does not meet certain ` >- 
ifying conditions, any gains will be taxed as earned > 





-Share incentive schemes only ` 
To be approved a scheme: e os 
(1) must provide that the issue price of scheme shares. shall 
` ` not be manifestly less than the market value of those 
shares at the date of issue; and 
Shall not be less than 80 per cent of the market value 
at that time of the unrestricted shares of the same class. 
Where part of the price is payable after the date of issue 
the period for which payment is or may be deferred must 
be taken into account in arriving at the issue price of the 
‘scheme shares: ee ; 

In the context of the minimum issue price, stop-loss 
provisions are acceptable provided that where part of the 
payment of the issue price is deferred account is taken of 
the benefit which has been enjoyed. 

(2) must limit the period during which restrictions apply to 

the scheme shares to seven years... > | 

In the majority of cases, a participant qualifies if he holds 
his scheme shares, or leaves his options unexercised, for at ` 
least three years from the date of issue or grant. 

It will be seen from this summary of the requirements of 
Schedule 12, that the Act is far less restrictive than the 
original Biil. 


Part payment schemes 


The development of option schemes from 1960 to 1966, 
and of share incentive schemes after that date, will doubtless 
be familiar to readers, The rate of growth in the number 
of schemes being placed before shareholders was in- 
creasing rapidly prior to the Budget when I estimate about 
a thousand schemes were in operation. At that time as 
many as three new schemes out of every four were based 
on the issue of partly paid shares and there were many 
such schemes in the pipeline at the time new installations 
were halted by the Budget. 

When at last the Finance Act was published, innumer- 
able part payment schemes were revised and submitted to 
the Inland Revenue for approval. Much to the surprise of 
many advisers these schemes were rejected. All of these 
schemes had one common reason for rejection — the issue 
price proposed by the company, normally roo per cent of 
the market price of the ordinary shares at the date of issue, 
was not acceptable to the Inland Revenue. 


Issue price 


To understand the reason for the issue price being too low, 
it is necessary to examine the method by which the Inland 
Revenue calculates the level of the issue price of a scheme 
share in a part payment scheme. The method is briefly as 
follows: 

(1) the valuation is based on the market price of the 

ordinary shares at the date of issue; 

(2) this price is decreased to take account of the restric- 
-tions which apply to a scheme share while it is partly 
"e l i 

(3) the restricted share value resulting from (2) is 

increasëd to take account of the value of the burden 
of payment being deferred. ` 

The effect of the Finance Act on this method of valuation 

is demonstrated in the table set out below which compares 
the pre-Act position of a company with a part payment 
scheme to its post-Act position. = 












(TI Ordinary share ‘price at date of issue 100p 


` (2) Minimum period for which the shares must remain 
os v partly paid ya ns e KE ay 3 years 
< (3) Maximum period for which the shares may remain 
-partly paid ze a ss Sc ay 7 years 
(4) Value of an ordinary share which has no voting 
: dividend (gross yield 40 per cent) of transfer rights 
‘for three years... de d ei i 80p 
(5) As (4) for seven years 60p 
(61 Initial call .. oi ei Zë oa ts tp 
(7) Issue price pre Finance Act 1p plus 79p, com- 
pounded at 8 per cent per annum for three years 101p 
(8) Issue price post Finance Act 1p plus the higher of 
79p or 59p compounded at 7 per Cent for seven 
; years an 8 Sa ji 128p 


-This clearly demonstrates the massive premium which 
a participant is required to pay if he wishes to take up shares 
under a part payment scheme. Surely, this was not the 
Government’s intention? 

In my opinion there are three factors which have con- 
tributed to this situation: 


(1) The 80 per cent floor on the issue price of a restricted 
share is obviously intended to be the minimum price at 
which the share is acquired by the partictpant. In this 
situation, however, the use of this floor in the calculation 
artificially inflates the issue price, since Bop is far higher 

“than the fair value of an ordinary share which is subject 
to restricted dividend, voting and transfer rights for 
seven years — estimated in the example at 6op. If the fair 

` value had been used in the calculation the issue price 

„would have been opp, 

| (2) Prior to the Finance Act, when interest was not allowable 
` Lfor personal tax purposes, the Inland Revenue considered 
8 per cent a fair rate of interest for use in this calculation. 
Since interest is now allowable it is obviously inequitable 
‘to suggest that 7 per cent net, equivalent to 10 per cent 
< gross, is a similarly fair rate. 

3) To assume that all scheme shares will remain partly paid 
„for the maximum period of seven years is hardly realistic 
when gains are in fact likely to be taken from year 3 
onwards. 

What, therefore, can be done? The key to the situation is 
the 80 per cent floor. If this is taken out of the issue price 
calculation and is used -~as I believe the Government 
intended — as floor for the issue price itself, then an issue 
price approximately equal to the market price of the 
ordinary share at the time of issue will result. 

The solution outlined above will probably require amend- 
ing legislation. Fortunately, however, the immediate 
situation could be alleviated as follows: 

(1) Ae per cent net interest rate could be used in the calculation. 

(2) The period of time for which payment is likely to be 

deferred could be taken as the average of the minimum and 
maximum periods of 3 and 7 years —i.e., 5 years. 
In my opinion these changes of interpretation are well 
within the scope of the existing legislation. 





Stop-loss 
~The provisions of Schedule 12 also penalize part payment 
schemes in relation to their stop-loss provisions. 

Prior to the Act, the downside risk of participants in 
such schemes was limited by reducing the final call in the 
event of a fall in the market price of the shares. Thus, if a 
share was issued, 1p paid, at the market price at the date 
of issue, say 100p, and the price had fallen to sop at the 


time the final call was made, then the final call was reduced. 





from gop to 49p. This downward adjustment was obvious! 
subject to a minimum final call of par less rp. 
Now, however, Schedule 12 requires that the final í 
must reflect not only the market price of the ordin, 
shares at the time the call is made, bat also the value o 


_ deferred payment which has been enjoyed by the pa 


pant. Using the previous example, where the post-Ac 
price was 128p, the table below illustrates the posi 
the participant if at the end of seven years, the o 
share price has fallen to the levels specified in 
column. 
Ordinary share price at the: 


Loss per share suffer 
time the final call is made... Approximate 


the participant (includ 


Par==10p » final call the initial call o 
100p 127p Aën 
(e, no change from ee 
the date of issue; ` ` 
90p ES 127p 38p 
80p -> 127p 48p 
60p = 95p 36p 
20p --31p 14p 


These figures demonstrate the anomalies which result fr 
the application of Schedule 12 to part payment scher 
(1) Share price at the time of final call Bop or more. P 
pant is assumed to have enjoyed 79p worth of cre 
7 per cent per annum, therefore: sp 
(a) final share price between 128p and toop, partic 
loses eveni though the shareholders have not lost; 
(b) final share price between gop and Bop, particip 
loses 28p plus the loss suffered by the shareholde 
(2) Share price at the time of final call below Sop. Partici 
is assumed to have enjoyed an amount of credit eq 
the final share price less rp at 7 per cent per an 
Therefore the lower the final share price the low 
loss suffered by the participant. 
In my opinion it is inconceivable that the Govern 
actually intended to achieve this result. Eas 
The practical solution to this problem is for the pa 
cipant to default on his final call and for the compan 
obtain his shares via the forfeiture provisions in the ar 
of association. This would limit the participants loss 
the initial call — rp in my example. However practical th 
may be, it is not a solution which recommends itself to m 
In my opinion, amending legislation should be in 
duced in the next Finance Act to enable participants 
part payment schemes to enjoy loss indemnity as 
participants in other types of share scheme. 4 





Conclusion 


In general, I applaud the legislation which the Go 
ment has introduced. In my opinion the vast majority 
the provisions in Schedule 12 are neither unduly restrict 
nor are they having any unsatisfactory side effects o 
schemes which they are intended to regulate. 

As always with new legislation, however, there ar 
few provisions which require alteration if the Go 
ment’s intention of regulating but not penalizing s 
schemes is not to be distorted. I have indicated the diff 
culties faced by those who wish to install part payme 
schemes which were very popular prior to the 1972 Finan 
Act. I hope that the Government will recognize the 
difficulties and introduce amending legislation to resto: 


part payment schemes in the 1973 Finance Act. 








Taxation 
Cases 





n re Park (No. 2) 

n the Court of Appeal 

ecember oth, 1971 

Before Lord Justice RusseLL, Lord Justice PHILLIMORE and 
Lord Justice BUCKLEY) 


state duty — Marriage settlement on grandson — Settlement by 
randson on settlor’s relatives — Death of settlor ~ Whether 
marriage settlement truly in consideration of grandson’s marriage — 
‘state duty claim — No application by trustees for summary 
letermination — Originating summons by Revenue — Whether writ 
summons necessary — Crown suits Act 1865, section 55 — Finance 
t 1894, section 8 — Finance (1909-10) Act Toto, section 59 (2) 
e facts were reported in The Accountant, June 18th, 1970 up to 
: point where the Court of Appeal ordered that the Revenue was 
erve on the trustees a statement of the substance of its case 
the footing that the state of mind of only the deceased settlor 
sin issue. The case came on for further hearing before Mr 
stice Foster who, on February roth, 1971, decided in favour 
the Revenue on the ground that the settlor’s motive was to 
ye estate duty and benefit his family as a whole; and that the 
andson’s marriage was merely an occasion for the gift. 
Held (reversing the decision of Mr Justice Foster): the 
lor’s motive was irrelevant where the sole absolute bene- 
ciary was a spouse of the marriage in consideration of which the 
*ttlement was expressed to be made; and that the assets of the 
ettlement were exempt from estate duty on the settlor’s death. 
























































Howard v. Borneman 

Inthe High Court of Justice (Chancery Division) 
March 8th, 1972 

Before Mr Justice Gorr) 


'ncome tax — Transaction in securities — Tax advantage — Statutory 
declaration by taxpayer ~ Certificate of further action by Revenue — 
Determination of prima facie case for proceeding in the matter — 
Writ claiming that tribunal’s determination was null and void and 
hat Revenue’s notice was ultra vires — Finance Act 1960, section 28 
proceedings against him under section 28 of the Finance Act 
60, the taxpayer made a statutory declaration under sub- 
tion 4 that the section did not apply to him. 

The Revenue sent to the. tribunal a certificate that further 
ction was necessary in the matter; and they sent the taxpayer’s 
eclaration with a counter-statement of their own to the tribunal. 
The tribunal determined that there was a prima facie case for 
yroceeding in the matter and the Revenue then served a notice 
n the taxpayer under subsection 3 that the tax advantage 
should be counteracted as specified in the notice. 

‘The taxpayer issued a writ in an action against the members 
f the Tribunal and against the Inland Revenue, seeking 
declarations (1) that the tribunal’s determination was null and 

oid, and alternatively that no valid determination had been 
made; (2) that the Revenue’s notice was ultra vires; and (3) 
hat the. Revenue were not entitled to proceed on the basis 
pecified in the notice. SÉ l 
-The tribunal put the taxpayer to proof of the allegations in his 
tatement of claim, The Revenue, having admitted that the 












doubt. 

Held: the onus of proof was on the taxpayer as the tribunal 
by their defence had merely put him to proof of his allegations 
and because the Revenue’s denial of a series of negative assertions 
did not imply an affirmation; and accordingly the application for 
particulars was refused. ` 


Islington Green Investment Company v. 
Willingale 
In the Court of Appeal — July 11th, 1972 


(Before THe Master op THE Rois. (Lord Dennine), Lord 
Justice Bucktey. and Lord Justice Orr) 

Corporation tax — Charges on income ~ Yearly interest — Paid to 
executors of shareholder — Close company — Executors also par- 
ticipators — Associates — Whether interest a charge on company’s 
income — Whether testator’s will a settlement — Finance Act 1936, 
section 21 (9) = Finance Act 1943, section 20 — Income Tax Act 
1952, section 411 (2) — Finance Act 1965, sections 49, 51, 52, 
Schedule 11, paragraph 9, Schedule 18, paragraphs T, 4, 5, 6 (3) 
During the relevant period the company was a close company, 
and Charles Michell and John Michell were participators but 
not whole-time service directors. Charles, however, was a 
director. They, together with another person not a shareholder, 
were also the executors of A. H. Michell deceased, and were 
residuary legatees and also entitled to pecuniary legacies under 
the deceased’s will. At the time of the appeal hearing the 
deceased’s shares had not been transferred into the names of the 
executors, and the administration of the estate had not been 
completed. 

The company paid an amount of yearly interest, £1,827, to 
the executors. It was not in dispute that this sum consisted of 
payments within section 52 (3) (a) of the Finance Act 1965, 
and was therefore a charge on the company’s income. ‘The 
question in the case was whether it was an ‘other distribution’ 
within section 52 (2), and so non-deductible because of the 
extended meaning given to ‘distribution’ by paragraph g (1) 
of Schedule 11 to the same Act. 

It was contended for the Revenue that the £1,827 was such a 
distribution because (i) it was a payment made to a director 
(Charles) and to associates of his within paragraph. 5 (b) of 
Schedule 18 to the Finance Act 1965, the other two executors 
being associates because all three executors were trustees of a 
disposition-settlement within: section 411° (2) of the Income 
Tax Act 1952, namely, the will of the deceased; (ii) the executors, 
as such, had a fiduciary interest within paragraph 5 (cl in shares 
of the company which were. part of the deceased’s estate; 
(iti) all three executors were beneficially interested as legatees 
in the deceased’s shares, ae oe SE 

It was contended for the company (i) that paragraph o (1) 
(a) of Schedule 11 applied either to'a participator or to associates 
of a participator, but not to both; (ii) that paragraph 5 (b) 
of Schedule 18 was not applicable because the deceased’s will 
was not a settlement within section 411 (2) of the 1952 Act; 
(iii) that paragraph 5 (c) of that Schedule was. also non-ap- 
plicable because the executors were not as such interested in the 
deceased’s shares; (iv) that paragraph 5 (c).was not applicable 
for the further reason that Charles and John could have no 
beneficial interest in. the deceased’s shares while the estate was 
still being administered. ` 

The Special Commissioners decided in favour of the company. 
Held (affirming. the judgment of Mr Justice Goff): the 
Revenue’s contention was correct. 





This invaluable work provides tax practitioners with the most 
effective updating mechanism available today. Each monthly 
‘issue contains the very latest tax developments and carries a 
cumulative index to ensure that nothing can be overlooked. 
Itis the perfect reference work to supplement a tax library, or 
merely to inform you of the important tax changes that happen 
almost daily. Its treatment of developments is entirely different 
9 any other tax publication, providing a current digest of tax 
ses, setting out the full implications of Statutory Instruments 


S over 20 since April 1st), and Official press releases, _and 
covering Bills and Acts, Command Papers, etc. 
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This is the only single booklet available that covers a// the 
provisions of the Finance Act 1972. Produced as a supplement 
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for just £1°50 (including postage). 
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(YE ALL the changes likely to flow from British member- 
` ship of the European Community, the prospect of 
some kind of common monetary system goes farthest to 
emphasize the difference between it and other organizations 
` to which Britain belongs. For the most part these are groups 
_ of countries acting together for some common purpose, but 
Dot necessarily bound by decisions taken by the member 
governments... i EN 
The OECD (Organization for Economic Co-operation 
and Development) is such a group. Its members and 
_ associate members include the Common Market and EFTA 
countries plus the United States, Canada, Japan, Australia 
-and New Zealand; OECD includes, in other words, the 
leading industrialized countries of the world. Not surpris- 
gly, therefore, it has become the channel for discussions 
1 currency matters through the Group of Ten and for aid 
d technical assistance through the Development Assist- 
nce Committee. Both of these activities tie in with the 
work of global institutions. The members of OECD are 
free to take up national positions on the matters discussed 
-and are not bound by any rules about majority voting. 









-Different situation 
In the European Community the situation is different. At 
its present stage of development the Community is more 
< than a group of countries, but it has not reached the point 
"where a central supra-national body can impose decisions 
against the wishes of a member; where disagreement exists, 
the usual procedure is to hold further talks in the hope 
of arriving at an accepted solution. In cases where the 
< Treaty of Rome enjoins a particular course of action, the 
“talk and more talk’ system has often been accompanied by 
the famous ceremonial stopping of the clock in the con- 
ference room. With the coming enlargement of the Com- 
munity there will be more subjects on which agreement 
fe difficult to reach. It is against this procedural background 
that the importance of the recent discussions by the 
Finance Ministers of the enlarged Community has to be 
_ assessed. 
` The Finance Ministers meeting on September 12th in 
Rome agreed in principle that a new European Monetary 
Fund should be set up by the end of the 1970s as part of 
the move to economic and monetary union. They also 
agreed to co-ordinate their policies to fight inflation 
throughout the Community. Both these subjects will be 
discussed further at the forthcoming Community summit 





: European Monetary Unior 



































_ A Long-term Prospe 


meeting, at which point the agreement in principle ma 
superseded by a formal decision to take action, ` ` 
The important point is that Britain is now well on the 
towards a commitment to a European rather than a natio: 
monetary system. The proposed fund would have 
main functions. First it would concert action by the 
of England and the central banks of the other : 
countries within the framework of the existing Com 
agreement to limit currency fluctuation margins of m 
states to 2:25 per cent. ‘This means that it would tak 
the day-to-day running of the so-called ‘snake it 
tunnel’ system of exchange rate margins which Brit: 
opted out of when the £ was floated on June 23rd. 
Secondly, the fund would make possible multila 
interventions to maintain the parity level of Comm 
currencies, in place of the national interventions which 
place under present arrangements. ‘Thirdly, the fond 
carry out transactions in the European ‘unit of acco 
which is currently fixed at the level of the dollar befor 
effective devaluation last December. Fourthly, the 
would take over the management of the short-term o 
facility for monetary support between central banks. 
The fund will be administered by the central b 
acting with ministers of finance; in United Kingdom term 
this means the Chancellor of the Exchequer and 
Governor of the Bank of England. It has not yet be 
decided whether national reserves of gold and. | 
currencies will be pooled in the fund. > 


Snake in the tunnel. — 


The decisions taken at Rome are essentially long-ter 
their implications. At the present time the high rat 
inflation in Britain and the other Community cor 
would make it extremely difficult to operate a Commu 
system. This was demonstrated by the fact tha 
exchange control scheme to check the fluctuation 
Community currencies only lasted from May rst, w 
Britain joined, to mid-June, when the pound was flo: 
The basis of the scheme was the co-ordination of gov: 
mental policies in the foreign exchange markets to ens 
that no currency moved outside the 44 per cent 
around its middle rate with the dollar (the ‘tunnel’) 
that the rates of member currencies were kept in a narrow 
2} per cent Community band (the ‘snake’). , S 

When sterling came under pressure in June, the Cor 
munity central banks lent support under the agreement 










p its fluctuations within the 2} per cent band, 
he outflow of funds continued, however, and it becar 
ear that the exchange rate could only be maintained at . 







ecision to float the £ as the best way out of an untenable 
tuation. 





ssons for the future 


n spite of Britain’s defection and that of Denmark, 
the ‘snake’ arrangement has remained in operation for 
the other Community currencies. Looked at as a guide to the 
mpact of Community membership on the position of the £, 
he lessons for Britain are clear. A monetary agreement with 
ligations to maintain the £ within fairly narrow margins 
useless without adequate resources to fight off speculative 
apital movements. Under present arrangements, support 
f a truly Community nature is not provided for. 


by OUR INSURANCE CORRESPONDENT 


IRECTORS of private limited companies are in a 
particularly difficult position so far as estate duty is 
ncerned. Their beneficiaries may well suffer considerable 
oblems in connection with valuation and liquidity. 
is for this reason that death in service benefits have 

proved quite popular so far, and are likely to have an 

ed attraction during the next few months. The prin- 
ple of this type of arrangement is that a whole life policy 
s effected by a company on the life of a company director 
under trust created for the benefit of the director's wife 
(or husband), children and dependants should he (or she) 
e while in the service of the company. 

It is generally considered that there is nothing in tax 
w to prevent a company taking this course, without risking 
\e provision of the benefit being taxed as remuneration 
he director. Whilst section 196, Income and Corporation 
['axes Act 1970, enacts that ‘benefits in kind’ provided 
for a director or employee of a company are to be taken 
into account in assessing that director’s or employee’s 
remuneration, section 196 (5) expressly excludes from 
‘benefits in kind’ expenses incurred by the company in 
connection with the provision for a director or employee 
(or for his spouse, children or dependants) of any `. 
pension, annuity, lump sum, gratuity or other like benefit 
to be given on his death or retirement . . .’. 
Section 220 of the same Act relates to the assessment 
under Schedule E of benefits provided by companies 
nder their retirement benefit schemes. On the other hand, 
section 224 specifically excludes from the ambit of section 
220‘... any pension, annuity, lump sum, gratuity or other 
like benefit which is to be afforded solely by reason of the 
death or disability of the person occurring during his 
ervice’. 
The point which needs to be watched about this type of 


tighten up the administration of support activities. How- 
ever, even with the political will and increased resources. 
“needed to operate a European monetary union it is doubtful 
~ if this could E 


nsiderable cost to the reserves. Britain took the unilateral ` 








e propos ‘opean Mo etary Fund would increase — 
nds available to support member currencies and ` 





e workable without steps to co-ordinate wider 
economic policies. The lesson of the attempts made so far 
to establish a European currency is that in a world where 
individual countries experience different rates of economic 
growth and inflation, and operate national fiscal and 
economic policies, it is impossible to prevent the relation- 
ships between currencies moving up and down without 
recourse to rigorous control over capital movements. 
There is clearly a long way to go before the member 
governments of the Community reach 3 point where they 
are prepared to surrender their rights of decision making. 
over regional, industrial and fiscal policies — but until this. 
happens an effective monetary union will not be achieved. 












































eath in Service Benefits 


arrangement is that under the provisions of the Finance 
Act 1970, as varied by the Finance Act 1971, any payments 
made after April sth, 1973, into a death in service scheme 
commenced after that date will be assessed to tax on the 
director concerned. For schemes commenced before that 
date, there is no such tax disadvantage until 1980 when, it 
is proposed, such payments will be assessed to tax on the. 
director. In the meantime, companies have the opportunity 
to provide substantial benefits (which may well be free from 
estate duty) at no cost whatever to the director. 


Life assurance premiums 


As regards the company’s payment of the premiums, 
moneys which are laid out ‘wholly and exclusively’ for the 
purposes of trade can be deducted before arriving at the 
company’s profits for corporation tax purposes. However, 
where life assurance premiums are being paid into a 
policy on the life of a controlling or other director by a 
company under a death in service scheme, it could be 
argued by the Revenue that the payments are not expendi- 
ture incurred ‘wholly and exclusively’ for the purposes 
of trade. It seems likely, therefore, that the company will 
not be able to set off premiums paid as a charge against 
profits for corporation tax purposes because of the ‘wholly 
and exclusively’ rule in section 130 (a) of the Taxes Act. 
When a policy is arranged on this basis, the proceeds 
will be made available immediately on death for the benefit 
of the director’s family. They can, therefore, be used to 
provide the funds required to meet the estate duty liability 
on the director’s shareholding (or other assets) assessable 
to duty on his death. ee 
Provided the director whose life is assured is not capable 
of exercising control over the company by virtue of voting 








or other rights, the entire SE rabie under a cor- 
rectly arranged life policy taken out by the company should 
be free from estate duty. The company would constitute 
itself trustee of the policy moneys and no estate duty should 
be exigible upon the policy at the life assured’s death, 
because there are no grounds upon which the Revenue 
‘can claim duty under subsections 2 (1) (a), or (c) of the 
Finance Act 1894. 

On the other hand, this position will not ich if the 
director whose life is assured was ‘controller’ of the 
company for estate duty purposes. In this connection, -a 
‘controller’ of a company for estate duty purposes is not 
the same as a ‘controlling director’ for pension or close 
company purposes. For instance, a director may have a 
controlling interest, or powers equivalent to control, in 
various ways. He may, for example, be able to direct how 
more than half of the votes should be cast on any question 
affecting the company as a whole, or have the powers of a 
governing director, or other powers of a like nature, 
equivalent to control of the company — such as a casting 
-vote as chairman of the board of directors. 


A proportion dutiable 


‘In circumstances such as these, a proportion of the 
policy proceeds will be dutiable at the death of the life 
assured, by virtue of section 44, Finance Act 1940. Never- 
theless, even if the deceased should be a controller for 
estate duty purposes, there can still be very worth-while 
estate duty advantages to be derived from arranging a 
death in service scheme. 

This is because the dutiable proportion of the policy 
will be calculated by reference to the deceased’s propor- 
‘tionate shareholding i in the company, with the appropriate 
estate duty ‘run-off’ in respect of that proportion of the 
policy proceeds purchased by premiums paid more than 
“four years before the deceased’s death. Thus, if premiums 
are limited and the last premium is paid more than seven 
years prior to death, there should be no duty liability. 

In most cases, it is quite likely that no premiums “will be 
¿paid by the company during the seven years preceding 
‘death. This is because, as mentioned, premiums will be 
assessed to tax on the director concerned if they are paid 
after April 5th, 1980. Presumably, therefore, no premiums 
will be paid by a company after that date. In any event, 
there is no necessity for payment of premiums to continue 
until 1980. Since the company pays the premiums, it 
does not matter if the policy is a non-qualifying contract. 
As a result, a company could pay, say, two or three annual 
‘premiums into the policy, and then convert it to a paid-up 
basis. ` 

Generally, there are plenty of other considerations 
governing the proportion of shares which should be held 
by an individual at a particular time. From the point of 
view of this type of contract, the proportion is not of vital 

-importance — especially, of course, if the last premium is 
paid more than seven years before death. 

There are a number of points which need to be watched 
if a scheme of this type is being considered. In the first 
place, it is important to make sure that the payment of 
premiums in this way by a company will not result in a 
rtfall assessment. Clearly, it is impossible to generalize 





stout this, since so. winch’ depends: on a | company’s 
dividual circumstances. What one can say. is that, so 
this has seldom proved to be a problem, and the posi 
seems likely to be easier in the future in view of i 
changes which are taking place. 

In the normal course of events, probably the m 
satisfactory arrangement is for a profit-sharing wh 
life policy to be arranged on the life of the director. 
however, a director should prove to be unacceptable fc 
annual premium policy on health grounds, probabl 
equity-linked or property-linked single premium. coni 
could be arranged. Clearly, there could still be substa 
advantages in such an arrangement. 

Whilst it is perfectly true that a company may insure t 
life of a director or key employee on a temporary b 
generally this type of cover is unlikely to be approp 
Rather naturally, a director is most likely to die 
normal retirement age. For this reason, ‘permane: 
assurance is needed, in the form of a whole life policy. 

The main advantage of this arrangement will accrue 
the person whose life is assured dies while in the servi 
the company. For this reason, it- is essential ‘that i 
company’s memorandum and articles of association shi 
give the company specific powers to insure the lives 
directors and employees and that the provisions of sectio 
185 of the Companies Act 1948 are observed if apy 
priate; also, there should be no enforced retirement 
In this way, a director or employee can be retained o 
company’s payroll until he dies. 

It is understood that, even if the individual’s exec 
abilities should become impaired with age, the Rev 
will not object to the continued provision of deat 
service benefits, provided the company continues to. 
the individual in question some form of director 

consultancy fee. 


Ze 


Disadvantages 


Although there are plenty of advantages to this type of 
arrangement, there is one disadvantage. It is simply tha’ 
if arrangements of this type are made for a director, 
will no longer be eligible to pay premiums toward 
‘self-employed’ pension contract. Such pension c 
tracts have useful tax advantages, in that the premium: 
(up to certain limits) are eligible for full relief of 1 
When the date for starting to draw the pension arrive 
part of the pension can be exchanged for a:tax-free cas 
sum. The remainder of the pension, as it is paid out 
treated for tax purposes: as.earned income, ` 

In practice, the loss of this right to contribute to a pe 18 
contract may not prove to be particularly serious. In 
first place, as mentioned, the company will continue. 
pay fees to the individual until his death. Furthermore, 
benefits secured by previous premiums: will not be ji 
Single premium contracts will not be affected, and tho: 
where level premiums are payable annually (or mo 
frequently) will be converted to a paid-up basis. 

Finally, this is a somewhat complex subject, and there 
is much to be said in favour of acting in consultation with 
firm of life assurance brokers which specializes in: thi 
class of business. Surprisingly, some life offices: are not 
particularly knowledgeable in this particular area. 
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D. E. HUSSEY, B.Com., A.C.LS. 


art to become possible. 


NE of the most important techniques is a logical 
approach to the setting of long range objectives. The 
oncept of objectives has many components and for ana- 
ical purposes the most vital is profit. I like to call this 
‘imary objective, because it represents the funda- 


icle concentrates on the profit objective, this does not 
an that the other aspects of the concept of objectives 
unimportant, or that a company has no room for 
il and moral considerations. For present purposes all 
e factors are taken as read, so that full attention may be 
en to profit objectives. 

Most writers and practitioners of corporate planning 
gree that a company should make a considerable effort 
define its profit objectives, as an essential first step 
yefore it begins to work out strategies that will enable the 
ybjectives to be attained. It is also often stated that reaching 
objectives is more important than the means by which 
y are reached — subject, of course, to the legal, ethical 
nd moral constraints within which the company chooses 
forced to work. The attainment of the long range profit 
bjectives is held to be the most important thing a company 


Defining objectives 

ters do not all agree on how a profit objective should be 
fined, but there is an increasing tendency to relate it to 
determined growth in earnings per share. Logic tells us 
hat this is what shareholders ought to want from their 
nvestment, and research — such as the Fison’s shareholder 
urvey — tends to support this view. In addition, most 
managing directors like to think in terms of growth and 
-xpansion. Profit objectives are likely, therefore, to be 
-omputed from a study of past trends, earnings by similar 
companies and the ambitions of top management: they 
may be expressed in terms which give both an absolute 
Previous articles in this series appeared in The Accountant for August 
rd, 17th, September 7th and 21st. 


"Phe author is planning manager of Wander Ltd and Vice-Chairman 
» of the Society for Long Range Planning. 





EE 


ome Thought on Profit Objectives 


ental reason for the company’s existence. Although this 


ong range planning is amanagement art, designed to help a company visualize more 
pportunities and give it the chance to exercise a greater measure of control over its 
uture, Like all arts, planning requires the. backing of science. Just as the water colourist 
eeds science to prepare his paints and brushes, and must himself learn the techniques 
f his media, so long range planning has to use a portfolio of techniques in order for its 


profit target and an efficiency rating (some form of return 
on investment). In this way a company intending to produce 
a five-year plan would define an objective for each year of 
that plan. 

The argument holds that these profit objectives should be 
considered immutable, because if they have been properly 
thought out they will represent what the company must 
earn in the future in order to fulfil its obligations to its 
shareholders. It maintains that a chief executive should ` 
evolve a strategy which will take him under all normal 
circumstances to his profit objectives; he should prepare 
contingency plans which will still enable the desired results 
to be achieved even if circumstances are abnormal. His 
job is to give the shareholders results, not excuses, and if 
he cannot do this he should resign. 

This leads to the simple (but useful) ‘gap analysis’: the 
study of the ‘gap’ between what is required and what is 
likely to happen, and how means might be found to close it. 

All this is very logical, simple to understand, and for many 
companies it provides a framework for planning, which 
enables the art to be practised very successfully; objectives 
set and used in this way may help the company to improve 
the results of its current operations, to identify more 
opportunities and to do what long range planning should 
do — help the company to adapt to change, foresee 
problems in time to solve them, and generally be a little 
more in control of its future than would otherwise be 
possible. = : 

It might even be an infallible rechnique for any company 
with access to sufficient. capital resources to give it flexibility 

e choice of its projects and which operates with a 
balanced (or balanceable) range of risks in stable markets. 





Not infallible 


Unfortunately there are many companies where. these 
factors just do not apply. In these situations should we 
accept the premise that the science is infallible and that the 
managing directors should resign if they cannot meet theses 
‘essential’ objectives? Or should we argue that the art 









“should be exercised which recognizes the realities of the 
- situation yet still bring the shareholders a better result 
than would otherwise have been achieved? 
: There are a number of situations where blind allegiance 
_ to the doctrine of immutable objectives is dangerous and 
< unhealthy. 
Firstly, any company may have a bad year (or indeed a 
_ particularly good one). Chance events in the market, pro- 
duction problems, labour disputes and government 
-action may mean that a particular year may deviate from 
the pre-set profit objective. This should not be seen as too 
alarming a signal or a reason for panic measures, and does 
` not invalidate the principle of fixed objectives. In these 
_ circumstances, the fact that in one year the objective is not 
achieved is no reason for changing it. Two bad years in a 
` row is a matter for more serious concern. 

_. The next problem circumstance is of the one-product 

(or one-market) company which has had a profitable 

history but is now facing a period of declining profits. 
` Objectives calculated on the basis discussed earlier would 

indicate that considerable improvement is essential; in 
- fact, it may be impossible. The classic solutions to this 
problem are diversification — probably by acquisition — or a 
‘Vigorous cost reduction programme: but what if the 
company’s financial resources do not permit diversification, 
and what if all possible cost reductions still do not bring 
sufficient improvement? This seems to me to be a situation 
when a company should revise its objectives down from 
_ the previous level to targets which are much closer to what 
«ean really be achieved. 

It may be that the best action in the interests of the 
` shareholders would be to sell the business or seek a more 
_ Prosperous partner in a genuine merger. This is not 
` always so, for it is possible for a company to give a better 
-than average return on shareholders’ capital, yet still earn 
_areduced rate of annual profit. A situation like this needs a 

‘lot of careful analysis before decisions are made: textbook 
_ solutions are not necessarily the best. 


Third situation 


Let us now turn to a third situation, the company with 
a long-term cyclical movement in its results. This sort of 
pattern is quite common in certain types of capital equip- 
‘ent companies, machine tools and, strangely enough, 
footwear. A study of past trends will take account of the 
bad years as well as the good ones, but nevertheless ob- 
jectives will be likely to be above or below the actual 
results. If each phase of the cycle lasts several years, it 
„could be that objectives are meaningless for most of the 
-period covered by each long range plan. Again, we should 
“assume that the company has good reason to be locked into 
its market situation. It could well be giving shareholders a 
good return when looked at over a period of time. 
` I believe the solution to this problem is to amend the 
technique. The profit objective should initially be cal- 
culated as a smooth trend, embodying the desired im- 
provement in earnings per share. A lower level of objectives 
should also be calculated to represent the minimum figure 
to which profits may be allowed to fall in any one year: 
this too may reflect a level of improvement. As each year 
passes the company must re-assess its profit objectives: 




































two better than objective years at the beginning of th 
period might be followed by two that are worse: or th 
opposite might happen. In each case the objectives sho 
be adjusted up or down to reflect what the company m 
do to come back to its average trend: The signi 
factor here is that shareholders are aware of the Da 
of returns from their investment: it is part of the kn ) 
level of risks which they accepted (this is true both 
independent companies and subsidiaries of other co 
panies). Such a company should also devote some o 
skills to forecasting its. trade cycle: not so much. 
plan its objectives, but to improve its ability to cope w 
the ups and downs. yR SE 


Government policies ` 


Certain other companies face a similar sort of proble 
because their results are affected, often without war 
by events over which they have no control. Perhaps 
of the best examples is from the financial world, ww. 
certain government policies on hire-purchase, . inter 
rates and general credit policies may cause the profi 
certain companies to move up or down regardless of 
action they may take. Again, in the long-term, risks may 
theory be balanced with investments in other ventu 
Again, in practice, such actions may be impossible. ` 
Here, too, a modified concept of profit objective 
indicated, with a dividend policy which smooths 
some of the fluctuations. which might otherwise take p 
in share values. PE 
Yet another set of problems exist when the no: 
approach to profit objectives is extended to division 
wholly-owned subsidiaries. It is reasonable for a he 
office to expect a steady annual rise in profits only if t 
nature of the subsidiary makes this possible. If constr: 
of finance and restrictions on the nature of its busine 
activity prevent a general manager of a subsidiary fro 
adjusting his strategies, it may well be necessary for t 
head office to be more flexible in its use of objective 
This does not necessarily mean that the head office atse 
should take a flexible attitude to its consolidated results, 
but only in its treatment of its individual investments, 
All these exceptions support the contention that co 
porate planning is much more than a kitbag of managem: 
techniques. Experienced planners claim that no two con 
panies are ever alike: there are always differences | 
management style, corporate philosophy and tradit 
even when profiles on paper are identical. It is for d 
reason that I maintain that it is right and proper for eve 
company to exercise the art of planning and avoid slavis 
attention to the science. The techniques are not alw: 
infallible. ` 
Problems that arise in practice for the management ofa 
company whose profits regularly fluctuate are, of course 
very real. Yet, if this is a pattern of business which shar 
holders know and understand, the problems may be muc 
reduced. It may be desirable to change the situation: P 
certain that a rigid inflexible approach to objectives wi 
not bring about that change. de 
Corporate planning in any organization has to be rooted 
in reality. King Canute proved many years ago that th 
tide does not stop because someone tells it to. 
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Staples on Back Duty 
Ninth edition, by Percy F. HUGHES. 
ee & Co, £350. 


erhaps the greatest disservice a practitioner can do his client is 
o underestimate the seriousness of a back duty inquiry. In the 
alm. of taxation, back duty plays much the same part as cancer 
that of medicine. The insidious growth tends to be unmen- 
ynable and the victim will seek to conceal the truth from 
self and will certainly shrink from facing the operations 
will deliver him from its grip. Only those with practical 
perience of this malaise will appreciate the force of the 
thor’s comment that an otherwise honest taxpayer who has 
ken one false step will do everything in his power to hide his 
ilt from his professional representatives, not so much from 
of the consequences as from an anxiety to retain their 
pect. In the discussion of the psychological aspect of back 
ty the reader is introduced to the problems of ensuring 
stice rather than the triumph of legalism. 

‘The core of the book is found in the detailed working of a 
pital reconciliation over fourteen years with full explanations, 
‘exemplar invaluable whether to the novice or the expert. The 
tter will appreciate the appendices which give convenient access 
reports by two Royal Commissions, to legislation and to a 
minary of penalties relating to seven taxes, supplemented by a 
apte on the three older taxes. 

o doubt most value will be found in the extended considera- 
on of the matters relevant to the desired settlement. The 
ithor’s final word is that it is wise — having decided what is a 
st and fair settlement ~ to stand fearlessly to the line of negotia- 

adopted, and to put forward in a written report for the 

onsideration of the Board of Inland Revenue all points which 
ave affected the amount of the offer. 
This conclusion will be assisted by seeing what the book has 
» gay about line of negotiation, just and fair, written report, 
amount of the offer — matters not contained in the Acts but which 
provide the key to a successful handling of the complex issues 
involved. 


Handbook for Managers 
‘Kluwer-Harrap Handbooks. 


First double instalment of 320 pages and binder. £540; sub- 
sequent instalments £2-25. 


This book represents a new venture by the publishers which is 
designed to provide a comprehensive guide to the skills required 
by managers in an increasingly complex environment. It 
‘recognizes that the manager requires a broad knowledge of the 
‘many individual sciences, techniques and skills that are usually 
grouped under the general heading of ‘management’. He can 
‘no longer rely upon his professional or technical training to 
provide the basis for decision-making but is forced to come to 
erms with a wide range of unfamiliar disciplines. 
The handbook is structured to cover all the basic principles 





with which every manager should be familiar. Its contents 
consist of reproduction of selected articles from the various 
management journals at home and abroad, and where appro- 
priate specially commissioned items. As one would expect, the 
well-known names in the management field figure largely in the 
list of contributors. 

Divided into eight parts, there is an index in loose-leaf form 
which permits the handbook to be built up by the periodic 
instalments scheduled to appear at approximately two-monthly 
intervals. When complete it should comprise some 2,000 pages 
and will be regularly updated. 

It is difficult to give a judgement upon the balance of the 
contents of the book at this stage when only some 25 per cent. 
of the material has appeared. However, when read in conjunction 
with the table of contents and general outline it would appear 
that it is heavily biased towards the behavioural sciences. The 
first four parts are almost entirely centred upon behavioural 
aspects and they figure also in the remaining parts. On the other 
hand, ‘Liquidity analysis and forecasting’, for example, is one 
of nine topics in one of eight sections of part five. ‘Costing ` 
systems’ achieves similar prominence in part six. Therefore | 
while the book will add to the range of management literature 
available it is to be hoped that the publishers will review the 
emphasis given to finance and accounting of which several 
aspects, such as capital structure, sources of funds, and debtor 
control, are not mentioned. 

One of the problems of this type of publication is that the 
early articles contain terms and concepts which may be quite 
unfamiliar to the reader. A glossary of terms or some reference 
to sections where they are explained would have been useful 
to the manager who is trying to cope with unfamiliar territory. 


SHORTER NOTICES 


Tue FUTURE op STERLING AS AN INTERNATIONAL CURRENCY, 
by Benjamin J. Cohen. Macmillan, £4-50. This work by an 
American economist is a very competent and objective study 
of the role of sterling, and also of the City’s invisible earnings 
since the war. The book falls into three sections — an outline 
of international monetary theory; an analysis of the benefits and 
costs to the UK economy of sterling as an international currency; 
and a final part which considers the various proposals for re- 
forming the international monetary system and the implications 
for sterling. This is an interesting and well-assembled study for 
the reader interested in the future of sterling in the world’s 
currency arena. 


Jorpan’s GUDE To Sounp InvesTMENT, third edition, by 
P. G. P. Dew. Jordan, paperback 4op. More than ten years 
have elapsed since the last edition of this booklet first appeared. 
It is simple and easy to read and it explains not only the process 
of dealing in the market, but the terminology used. Any student 
will learn a lot from reading this booklet. 


RECENT PUBLICATIONS 


Tur FUNDAMENTALS op Economics, by Alan Morrice, M.A. 
xv+-238 pp. 9x5}. Heinemann, £3'50, paperback, £1-90, 

Economic QUESTIONS AND ANSWERS, by George G. Bamford and 
na Penketh. 94 pp. 9x s$ Polecon Publications, paperback, 
op. ` 

Brirish Economy Survey. 48 pp: 96. Oxford. University 
Press, paperback, 4op. l 

Tae Making or Business Contracts, second edition by A. 
Harding Boulton. xiv--220 pp. 84x 54}. Sweet & Maxwell, 
£350, paperback £195: : 

ACCOUNTING PRINCIPLES — A CANADIAN View Point; by Ross M. 
Skinner, F.c.a. 483 pp. 107. The Canadian Institute of 
Chartered Accountants, $15.95, — 


These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The City Library, 151 Strand, London WCaR OI. 











Announcing new Pension Plar 
for employers i 3 ES 
Education, Health and\ We eli 


FEDERATED PENSION SCHEMES 
has designed new plans, and however large or 
small the organisation, the advantages of an FPS 
plan will almost certainly prove considerable to 
both employer and employee. 


Maximum benefits 


Because FPS is non-profitmaking, its plans 
offer greater benefits in relation to costs than 
comparable schemes. 


Experienced and proven 
management 


FPS was founded 45 years ago and is closely 
identified with the social services. Similar plans 
administered by it have kept ahead of inflation. 


Administrative simplicity 


The employer will have little to do beyond 
remitting contributions to FPS and notifying 
them of staff changes. 


Flexibility 


The plans offer wide transferability rights 
and can include part-time and manual employees. 


Equitable benefits | 


Pensions are based on years of service and 
- salary at retirement. They may be taken partly in 
lump sum form and may be increased after 
retirement to counteract inflation. 


RN) Ce 














Advantageous tax provisions 
Employees receive full tax relief on their 


contributions and employers’ contributions rank 
as a business expense. 


The backing of the RNPFN 


The plans are arranged in association with | 
and have the backing of The Royal National 
Pension Fund for Nurses (founded 1887), a 
specialised mutual life assurance society with 
assets of £50 million. 


Who’ eligible: 

Any employer engaged in a social service 
and commercial and industrial employers with 
employees working in a related capacity (e.g: 
factory nurses). 


So Ss cere ere ees eet eer e ee ee See ee ee eee sl Mi 


To: Federated Pension Schemes, 
"Rosehill’, Park Road, Banstead, Surrey. 


Please send me full information on FPS’s new plans. 


ODreanisstäon. E 


| 
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Pan Ans new 
‘how-low-can-they-go’fares. 


SIRS 


Boston—re urn fare £85-45 


Just some of Pan Am’s new low winter fares (from 1st November to 31st March). 
All fares are for economy excursions of 22-45 days. And no age limit. 


Ask your travel agent for more details. Or write to Pan Am. 
Pan Am, 193 Piccadilly, London W1V OAD. Telephone: London 01-734 7282. Birmingham 021-236 8731. Manchester 061-832 3981. Glasgow 041-248 5744. 


(and, you Can allit) 
Suddenly, | you're somewhere else & Pan Am. 





SCHRODER 
FLEXIBLE 
BOND 







A new investment opportunity 


from Schroder Assurance. 


‘You can recommend Schroder Flexible Bonds As a world-famous merchant bank, Schroders have 
to your clients with every confidence. Schroder all the expertise and resources required to manage. 
Wagg, merchant bankers, have a well proven a Flexible Fund. Their intimate knowledge ofhome 
record of investment success, and are entrusted and overseas markets is backed by strong interna- 
with funds worth hundreds of millions of pounds. tional connexions and depth of investment research, 








FIVE SPECIAL FEATURES 


* A balanced portfolio of equities, 
fixed interest and property. 





® Active management by Schroders’ 
experts. 






e Up to 10% a year free of income 
tax can be drawn. 






® Bonds can be cashed at any time 
without penalty. 






© Special tax advantages. 








For full details of Schroder Flexible Bonds, other 
contracts and agency terms please get in touch with 
John Stonham at Schroder Assurance Limited, 

120, Cheapside, London EC2V 6DS. 
- Telephone: 588 4000. 


















Time Assurance double the vesting bonus on their 
Personal Pension Bonds. 


Time Assurance Society announce an increase Time Assurance Society rates have always been 
in bonus on their Personal Pension Bonds. considered good by those who know about personal 
Asa result of the latest actuarial valuation, the pensions; this latest bonus increase improves them 
vesting bonus is increased from £1 % per annum to still further and of course it also increases the tax free 
£2 °/ per annum of the basic pension. This means that cash sum available at retirement. 
in projecting the estimated total pension at pension For example a man aged 40 next birthday pay- 


age we can now add a total of 5% to the basic pension ` ing an annual contribution of £300 can now expect 
for each year up to pension age (interim bonus of 3% a starting pension at age 65 of £3,008 per annum (an 
per annum plus vesting bonus of 2% per annum). The ` increase of £340 per annum) or he could take a tax- 
interim bonus also continues to be added after the free cash sum of £6,698 (an extra £758) and a pension 
pension has commenced, of £2,233 per annum for life. 

i So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service, 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 


Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2% per annum. 





Increasing annually 
by interim bonus Cash option at 

additions to preduce a pension age 

Total-Pension of: 


Pension at 65 
































































Total T Adjusted 
Guaranteed] Pension at Tax-Free Se tal all ages. 
Gehier Dech 65 with | Atage 70 | Ar age 75 Cash Sum | Pension SS essere 
‘birthday ension | estimated 
mey |" e o o o ee TO: TIME ASSURANCE SOCIETY 1 
20 1325 | om | asa | am | gu | 3247 ! 56 Moorgate, London, EC2. Tel. 01-628 7546/7. l 
| $ 950 1 
SÉ F Kr? i SH EN Mer ele i Manchester Office : 12A Piccadilly, Manchester 1. l 
os aa eae ee EE, j Telephone: 061 -624 7299/061-624 9955. | 
a 410 922 984 1045 2055 684 J Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-225 7799. | 
4 7 : : S 
Sch SE ae en I Please register me/us as Agent(s) of Time Assurance Society, | 
I and send a supply of Pension Bond literature, i 
I tajoct12 | 
l ame EE 
| BLOCK CAPITALS, PLEASE ff 
EEN, 
DN DATE ESTABLISHED... seen | 
NAME OF BANKERS iinn Se ee 
if you select age 65 as. your retirement age then the figure shown in column 3 is ADDRESS... un | f 
the pension which will commence.on your 65th birthday. Columns 4 and 5 show- d 
the effect of bonus additions after your pension has commenced. The figures in 


- the final 2 columns show the tax-free lump sum and revised commencing pension 
af present rates, if you chaose to commute part of your normal pension for cash. 


A TIME ASSURANCE: Ep, 






_ FINANCE AND COMMERCE 





Restructurit 


Saint-Gobain-Pont-a-Mousso 


"TO France for this week’s company accounts reprint, and to 
cu F a company for which trade with the United Kingdom will 
* be a new development if British Common Market entry moves 
business that way. There are roo industrial, commercial and 
financial companies in the group under Saint-Gobain-Pont-a- 
` Mousson as a holding company. i 

What the group does is best shown by the breakdown of 
turnover by sector and by country shown at an early stage in the 

1971 report as follows: 


BY SECTOR 
(millions of francs) 


Construction (glass, fibre, asbestos-cement) 
Packaging (glass, plastic) 
Packaging (paper, cardboard) .... 
Pipe-work, engineering products 
Contracting services 

Others 





“BY COUNTRY 
millions of francs) 





Group operational results are summarized in the following 
figures: 








SAINT-GOBAIN-PONT-A-MOUSSON GROUP 


(consolidated) {mitlions of francs) 






1971 1970 ed 
Balen EN EESERRERREREEAEE E ER EES ERR SEN 10,560 8,877 + 18% 
Gross cash-flow 1,178 924 + 25% 
Results s.ssssrsersoyesanesse 640 499 + 28% 
Net profit (share of the 365 290 + 258% 
Industrial investments ...... 1,216 1,160 + 
Personnel 119,900 119,000 +0,7% 











Four main sectors 


It will be seen that more than three-quarters of the group 
activities depend on operations in the present six Common 
"Market countries and in Spain, with operations ‘very little 
influenced by Great Britain and the Scandinavian countries’. 
The objectives of the reorganization begun in 1970 are 

to re-group around four companies the interests. held in the 
four main sectors: glass and building. materials around Saint- 
Gobain; pipe work and engineering products around Pont-a- 
Mousson; contracting and building around Socea, and paper 
and packaging around La Cellulose du Pin. Positions in these 

` “four sections will be strengthened through the buying out of 
-= minority- interests, but also there has been considerable re- 





duction of minority interests in oil, steel and chemica 
disposal of interests showing inadequate profits. ` ` 
This operation has involved many transactions in sec 
and as many as six public offerings for the purchase of exch 
shares. This is recorded under the ‘Management’ heading i 
directors’ report, and at the foot of the page there is a“ 
which records that ‘In accordance with legal requirements 
report has been submitted to the Works Council (Cor 
d'Entreprise) of our company who offered no comments.’ 


Sector detail 
Each sector of the group is reported on in considerable de 
each report providing detail in words, pictures and graphs 
the year’s operations, markets, results and prospects. Bef 
the accounts section there are two pages of maps showing gro 
industrial activities in France and in the rest of the world. 
In group terms there is a break-down of ‘Personnel 
country’ showing total numbers. and movement in the 
and also a break-down of ‘Personnel by activity’. There is 
a table showing ‘Distribution by region of employees in Fra 
which is rather like ICI breaking down their employee d 
into distribution by counties. In group terms, incident 
there are some 85,500 employees in France and some 120, 
in the world all told. : x 
As a further example of the detail provided, it is repo. 
that approximately 1,500 persons are employed on rese 
Expenditure under this heading ‘exceeded 100 million fran 
1971, but this figure does not include expenditure on numer: 
services often connected with research. One hundred ` 
thirty-two patents were filed in France and 852 in. ot 
countries. We are still trying to ensure that these activities 
managed at group level’. 


Bonus ie 
Our reprint is of the group accounts, and in the origin 
accounts are prefaced by the statement: “The consolidai 
financial statements have been prepared in accordance 
principles of accounting generally accepted in. the 
States of America’ and have been prepared ‘with th 
and counsel of Price Waterhouse & Co and are based upo! 
financial statements of the individual companies as ap 
when required by statutory auditors’. Price Waterhouse 
ever, have not carried out any auditing procedures in conn: 
with the statements and ‘accordingly do not expre 
opinion thereon’. eee D 

So shareholders in Saint-Gobain-Pont-à-Mousson a 
sented with American-style consolidated figures una 
with a balance sheet totalling 13,850,859,000 francs, whil 
French audited accounts of the parent company balance 
(included in the reprint) total a mere §,114,979,092 fra 
The parent accounts are the subject of a lengthy report b 
company’s auditors who advise shareholders that “following. 


‘examinations and checks, we certify that we have not found am 


fact or element which could cast doubt upon the accuracy. and 










nticity of the balance sheet and the accounts presented 
ou. They can, therefore, in our opinion receive your 
‘oval’. PS: 






ail of the holding companies’ investments in subsidiaries. 
his detail shows for each subsidiary, associated company or 
rely investment, the capital of the company concerned, 
eserves, turnover, cash flow, net profit, dividend, even orders 
and in some cases, and detailed personnel figures. Where 
cessary there is also noted the holding company participation 
rough sub-subsidiaries and associate companies. All this for 
page after page — and unaudited consolidated accounts. The 
priorities seem wrong. _ 
Nevertheless, the general presentation and style of the report 
remarkably good. 





essey and Computers 


his statement to Plessey shareholders, Sir John Clark goes 
rough the catalogue of reasons why, he admits, ‘some share- 
ers may question the wisdom of the investment’ in Inter- 
onal Computers. The catalogue begins with ‘all the talk of 
e ducks”, and goes on to ‘critical Press comment, the 
lect Committee report, the adverse results and the latest 
ction of Government funds’. The last factor, although 
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e consolidated accounts are apparently a bonus, But after 
ccounts ~ in fact from pages 34 to 47 ~ there is detail upon ` 
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Sir John does not say riably seen by some people as 
the kiss of death. ` "Ee 

But as Sir John points out, International Computers as a 
company was born of a series of mergers, ‘a process which is 
certainly time, effort and cost consuming’ and one that is 
frequently less productive than originally envisaged. Only now 
has the group emerged from this evolutionary stage to stand in 
its own right as a unified entity. 

The Plessey view is that if the last 18 months had not seen a 
significant slump in the computer industry, the question marks 
over International Computers would have been considerably 
fewer. The data-processing industry has had a standstill for 
two years but International Computers has passed through 
this period and ‘the group should be on-going for the future’. 

The computer industry, Sir John considers, ‘is already and 
will be for some time to come, one of the world’s major growth 
activities’. He considers it ‘inconceivable that a nation such as 
ours should opt out of this fundamental technology and all 
that it means to our immediate and long-term future’. 




















Strategic reasons 
For Plessey there are ‘good strategic, tactical and technical 
reasons’ for maintaining an investment in International Com- 
puters, and the view is that given proper and efficient direction 
the group will eventually yield Plessey a return commensurate 
with the investment. 

Plessey has certain experience in making investments that 
need nursing and even early surgery. Two years ago the purchase 


















BALANCE 
SHEET 
34-12-70 


VARIATION 


















gross Depreciation net net 
or provisions 
Kate EE EEN 23,222,039.40 1,320,683.13 24,901,356.27 23,990,951 80 —2,089,595,53 
13,935,637.92 43,935,637.92 
1,109,196.49 —477,712.53 631,483.96 
id equip 145,384.28 — 36,389.68 108,994.60 
nsport equipment 369,483.39 164,221.18 205,262.21 
ture and office equ 2,382,914,98 — 399,061.82 4,983,853,16 
res and fittings 247,181.85 246,624.54 557.31 
ngible ASSETS... 3,900,293.12 —125.00 3,900,168,12 
TOTAL shania 22,090,092.03 ——1,324,134.75 20,765,957.28 45,983,654.78 —25,217,697,50 
R FIXED ASSETS 
‘and receivables exceeding one year 657,318,856.69 —11,792,946.00 645,525,910.69 271 ,473,160.49 -+ 374,052,750.20 
Jnvestments: 0... es 4,316,669 640.84 
ess Provisions for depreciation 247,384,082.29 
eas Amounts written off (surplus re-utilized) —78,887,365.24  3,990,398,193.34 3,792,547,438.58 -+ 197,850,754.76 
EP Iovestmente ene Ser 30,755,184.94 —4,752,055,03 26,003,129.91 24,591 ,145.73 £4,414 984.18 
jounts paid as deposit and security ...... 1,297,962.24 4,297,962.24 1,296,298,48 + 1,663.7 
beten 5,006,041 644.71 342,816,448.53.  4,663,225,1 96.18 4,089,908,043.28 +-573,317,152.90 
(URRENT ASSETS ` ; ` 
159,565,716.25 14,418.42 159,551,297.83 $2,934,182.90 
44,091 932.88 $4,094,932 8,054,748.34 
498,246,429.09 _498,246,429:09 156,014.40 -t 192,648,483.04 
4,329,842.50 57,785.31 1,272,057.19 9,298,298,31 3 
145,84011.43 115,824011.43 42,161 893.14 
"45,573.93 "45,5 "26,401.37 ' +73;684,290.05 
TOTAL eet 409,158,786.08 72,203.73 409,086,582.35 442,756,818.46 4-266,329,763.89 
GRAND TOTAL A aeRREEREREEREEAERERNEEESENRESNENEREENENENENEEER Keele 5,114,979,092.08 4,302,639 468.32 ‘}-812,339,623.76 | 














ammitments received 
héne-Progil 5% 1960 debenture Joan — joint commitments .... 


















` 70,124,694.37 
50,194,055,00 














SZ of Alloys Unlimited took Pléssey into the United States on a 


major scale but summing up the present North American 
situation Sir John says that there is now ‘reason to hope that 
the substantial costs and losses are now behind us’. 
There is a basic Plessey policy of which shareholders are 
“reminded. Says Sir John of the relationship between product 
policy and financial prudence ‘Clearly a company should pursue 
a policy based on its industrial logic, but not be a slave to it. 
Our view is that unless there is an over-riding requirement to 
stay with lossmakers, financial prudence should be the guide.’ 
Plessey’s quoted investments at cost total £18,058,000 with 
a market valuation of £7,442,000, and the bulk of this applies 
to the International Computers investment. The directors’ 
report states: “The directors are of the opinion that the entire 
holding must be viewed in the long-term and accordingly no 
- provision is considered necessary.’ 


` Retail Revolution 


ETAILING is in a state of revolution and the recent issue 

A \cf two sets of accounts, one by Associated Dairiés and the 
“other by MFI Warehouses, show clearly the extent and result 
of this revolution as it has been developed by two companies in 
differing directions. It is also interesting to see that the account- 
ancy profession is well represented at the top of both companies. 
In Associated Dairies. Mr E. E. Binns, F.c.a., is managing 
director and vice-chairman, and another executive director is 
Mr D. Baddiley, r.c.a. Mr A. C. Southon, F.ċ.A., is chairman of 
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HARE CAPITAL AND RESERVES 
Share Capital... 
{ Isue and transfe 

“Legal Reserve E 
Reserve of long term capit 
Other reserves: — Gains on assets ti 
~ Optional reserves 
~ War damages 


aoaie 


PROVISIONS FOR LOSSES AND EXPENDITURE 
Provisions for possible depreciation in value of portfolio 
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MFI Warehouses, and the secretary of the company is 
I. Goodman, A.C.A. oe d 
As recently as the financial year to May 1967, - 
turnover of £1,005,200 consisted of mail order turnovs 
£955,873 and a mere £49,336 of retail sales. In the year t 
May, total turnover of {10,505,218 was £5,975,088 mail 
and £4,530,130 retail, with the company operating from ti 
substantial centres — nine of them in the London and Gr 
London area, and others in Birmingham, Bristol and Ox 
During the current year a further two retail branches 
been opened and plans are well advanced for more, 0 

Whereas MFI Warehouses have developed into retai 
discount depots, Associated Dairies have developed th: 
‘Superstores’ (having in the mid-sixties taken over the A 
supermarket organization). The original dairy and food 
nesses, however, have been strongly developed with pr 


marketed through the superstores division. Te 
Since 1965 turnover of Associated Dairies has risen 
just under £13-5 million to just over £95 million, with pr 
profits up from £595,000 to £3,787,000, In the same 
earnings per share are up from 2*16p to 11°37p. E 
Superstore growth continues. Four stores began. tra 
earlier this year and a further five are in various stages « 
struction. Last year all major stores substantially increased 
turnover and profitability. Spee 
But there are some things that apparently do not fit in 
superstores way of things. Associated Dairies bought a. 
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net 





— 1,967,625,000,00 
1,354,821 430.00 

< . 196,762,500.00 
30,253,611.03 


4,744,590,750.00 











143,029,897.14 
4/908,741.62 635,856,225.23 


4,185,318,766.26 


- 4,358,170,629.64 


ECKE 


„Provisions for fluctuations in rates of exchange 
Provisions for risks ....cccccecssssseccenesessengectesee 
Provisions for expenditure to be spread over sev 


LOAN CAPITAL AND OTHER MEDIUM AND LONG TERM LIABILITIES 
Debentures and Bills exceeding one year 
Other liabilities exceeding one year 


CURRENT LIABILITIES ` 
“Payments outstanding on trade investments .........0.ccccccc cess ccceseeceseceececsarevecsseesenseaeererseseenaeeceuaceeearseeds 
Other creditors 
Business in course of transaction ~ Liabilities 
“doDebertures and Bills not exceeding one year 
EF Otherdoans not exceeding one year 
` Bank overdrafts 


éen dré EA ONA BENE A 


wipes 














i: Commitments made ..: 
Rh&ne-Progil 5% 1960 













































454,197,198.80 
50,191 055.00 














PRs cette ste Ae 20,090,390.97- 1 15,449,552,46 
Se 4,205,409,157.23 3,118,210,932,10 
83,411,726.49 
50,643,705, 38 50,643,705.38 | 
4.861.533,83 1077,071.00 
934.256,49 992.779,43 
139,851,222.19 KE 
306,951,285.00 341,792.219.00 
49,916, 456.67 -29,010,184.85 
326,867 ,741.67 370,802,403.85 
526,525.00 4,313,775.00 
491,904°651.17 132/343 (380.85 
Zeen "735,905.12 
33/662,299.70 28,917,267 50 
5'995 864,37 5,145,591.88 
859232457 9,086,959.37 
247,819,497.63 DS E 
195,031,473.36 552,369,696.84 
5,114,979,092.08 | | 4,302,639,468.32 | | 812,339,623 
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ener business but found that development of it via super 
‘ded too much capital, and that seemed unjustified by trading 
erience. The travel company was liquidated last July and a 
note to the accounts records that ‘full provision has been made’. 
More particularly, expansion at the pace that MFI Ware- 
ouses and Associated Dairies have achieved requires extremely 
tight control of stocks and the maintenance of efficient manage- 
ment techniques in line with the physical extension of the 
ganization. Any failures in control and management can prove 
‘ostly quickly. 















dustrial Development Unit — 
rther Appointments 


HREE further appointments have been made from outside 
he Civil Service to the Industrial Development Unit of 
Department of Trade and Industry. Mr M. C. Ashworth, 


259,823 










8,301,340 7,340,897 
EAEI 3,762,406 3,318,384 
4,538,934 4,022,513 










lant and equipment are stated at cost except assets of French companies 
efore 41959 which are stated at revalorized cost in accordance with the provisions 


Jaw. Depreciation has been computed using mainly the straight-line but also to 
tent the declining-balance method over the estimated useful lives of assets. 


d purchase price over the net assets at the date of acquisition of companies included 

nsolidation is shown in the balance sheet under the caption goodwill, It is the 
policy to amortize goodwill by equal charges generally over 25 years. The change 
‘amount in 1971. is attributable to companies entering the consolidation for the first 
swell as to changes in holdings, 


itories : 
ories are generally valued at the lower of average cost or market and include: 









1970 
591,000 


1971 
671,083 





in thousands of francs 










aw materials and supplies 











i-finished products 93,892 63,194 
nished products 946,493 837,995 
rk in process 420,694 240,609 
acking materials 21,037 17,452 
2,153,199 1,750,247 





















T971 an affiliated company, included in the consolidation, purchased 780,910 shares 

obian-Pont-4-Mousson common stock at the prevailing market price. The shares 
ing held for eventual resale. Accordingly, stockholders’ equity has been reduced 
‘the amount of the holding. The number of shares outstanding has been similarly 
iced for the purpose of the earnings per share calculation. 


aterm debt 

“gaption includes provisions for pensions of F151 million. Other long-term debt 
ycludes. principally: F 1,528 million repayable in French francs, F 700 million in German 
ke, F121 million in Italian lire, F 73 million in Belgian francs, F 82 million in Swiss 
es and F43 million in United States dollars. The debts in foreign currencies relate 
nly to companies operating in foreign countries. The increase over 1970 relates mainly 
jew borrowings of Saint-Gobian (France). 


NCOME STATEMENT 

sales 
he 1970 sales of those companies which are included in the consolidation for the first 
e had been taken into account in 1970 for comparative purposes, the increase in con- 
dated sales would have amounted to some 15%. 


sses on exchange and on translation of foreign currencies 

‘his includes fosses of F52 million arising on translation of foreign currency financial 
ements of certain South American subsidiaries into French francs and relates principally 
azil (F45 million). Losses of F 19 million arose as a result of revaluation of the German 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Units 
dustrial: 





Act 1972. 
Mr Ashworth, of PA Management 
is a director, will be primarily. concerned ao) 
of the managerial and technical aspects of companies or projects. ` 
Mr Salkeld, of Binder, Hamlyn & Co, where he is a partner, ` 
will be responsible for the financial appraisal of companies 
applying for selective assistance, and Mr Kay, of British 
Leyland Motor Corporation, will be particularly concerned. 
with the monitoring of companies which have received financial 
assistance. x. 
All three deputy directors are on secondment from their firms. 





ultants, where be 
appraisal. 




















Provisions £ 


This caption includes: F22 million provided for impairment of investments and E 62 million ; 
for anticipated losses and expenses relating mainly to the contracting sector, the most 
important being the amount of F 15 million provided by SOCEA for certain work in Algeria, 


Equity. in earnings of less-than-majority-owned companies. ` 


The reduction of this income compared to the previous year results from the sale of 
investments in certain companies-in the chemical, petrol and steal industries. These. 
companies are consequently no longer equitized. These discontinued operations con~ 
tributed F 89.9 million to the 1970 consolidated net income. R 


Dividend income 


This relates to dividends received from investments which have not been consolidated or . 
accounted for by the equity method. 


Extraordinary losses 


As mentioned above the company sold or decreased participation during 1971 in certain 
sectors of activity formerly included in the group. 

These changes in structure included the exchange of the holding in Pechiney Saint-Gobain 
(P.S.G.), a chemical. manufacturer formerly 36% held and equitized in the 1970 consolida- 
tion, against shares of Rhone Poulenc which gave the group 5.7% interest in the voting 
stock of the latter, A loss of F 139.2 million was recognized on this exchange which repre-~ 
sented the difference between the group's share of P.S.G.’s underlying net assets including 
goodwill and the estimated value of the Rhone Poulenc shares received. 

The group’s petroleum interests which comprised investments and operating facilities 
were sold to Royal Dutch Shell and Totalgaz for cash and interest bearing notes receivable, 
resulting in a gain of F 105.3 million. i ; 
In addition the group decreased its effective interest in the steel industry through sale of 
a portion of its interests in Sidelor-Moselanne, which in turn holds significant investments 
in Wendel Sidelor, Sollac and Sacilor; Based: upon the difference between underlying net 
assets of Sidetor-Moselanne and the proceeds received, a loss of F 16.5 million was incurred. 
A provision of F 17.8 million was also recorded to write down the remainder of this holding 
to its estimated value at the end of 1971. 


Extraordinary income 


in December 1971 patent rights for North America relating to fibre-glass and foam-glass 
products were sold to Certain-Teed Products.Corporation, a U.S; corporation for 390,000 
shares of Certain-Teed common stock. Under the terms of the contract the stock is to be 
delivered in instalments through 1980 with the major portion being delivered in 1972. 
Licence fee income of some $9 million through March 1, 1977 was guaranteed to the buyer 
of the patents. The estimated profit of F49 million resulting from this transaction is 
reflected as extraordinary income because of the non-recurring nature of the transaction, 





























RATIOS 1971 1970 
FINANCIAL STRUCTURE 
Current assets ........ pedivece EEN TAT 148% 138% 
Current liabilities 
Stockholders’ equity .......... ENEE 84% 83% 
Fixed assets and investments and advances 
Stockholders’ equity and non-currenttiabilities ` Een 126% 118% 
Fixed assets and investments and advances 
PROFITABILITY 
income before extraordinary items (groups’ share) u.ne. 7.08% | 5.98% 
Stockholders’ equity 
Operating income ` ENEE 6,06% | 5,62% 
Net sales 
FINANCING ` 
Self-financing 78.04%, _ 





Fixed assets and non-consolidated investments 





This feat is made possible by the 
fact that the accountant has the 
Loudspeaking Telephone 4. 

It leaves you with both hands free. 

So, you can take notes, search 
through files or even be checking your 
customers’ accounts, all while you’re 
talking on the phone. 

It just sits there on your desk and 
you talk towards it. 

It’s also quite handy for small 
conferences. 

And by lifting up the built-in 


handset you can use it as an ordinary phone. 


The Loudspeaking Telephone A can 
be connected to exchange lines and most 
types of extensions. 

The cost for connecting is just £3. 
And the extra rental (minimum term one 
year only) works out less than 6op a week. 





To discuss installation 
arrangements with our Sales __ 
Representative just D f 
complete and post i OSC O d ICE 
the coupon. ‘Telecommunications 


ee St eg et ee ee A 


| IT" Please ask your Sales Representative to 
“— phone me for an appointment, 
[7 Please send me your free colour leaflet on 


t 


—~ the Loudspeaking Telephone 4. 
Company 


Address 


Tel No. 


Send to Gerry Green, Post Office Telephone 
Sales, (TMK 2.3.1.), *FREEPOST, London EC2B 2TS 


E 
ai 


*Freepost— No stamp required. 
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8,000 limbless Ex-Service men depend on the British 
Limbless Ex-Service Men’s Association. 

-BLESMA is not aided by the State. But we urgently need 
money to help these veterans conquer their handicap. 
And to equip and maintain homes in which they convalesce 
nd are given care and comfort in their old age. 

‘This is where you can help. A word from you to your 
client might give hope and encouragement to those who 
gave so much for their country. A legacy would mean a 
to them. 

nations and information: 

lajor the Earl of Ancaster, K.C.V.O., T.D., Midland 
aak Limited, 60 West Smithfield, London EC1A 




































BRITISH LIMBLESS 
_ EX-SERVICE MEN’S ASSOCIATION 





of taxation. 


scheme may be obtained from: 

















LEWIS, COATES & LUCAS LTD 


-LAW STATIONERS- 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 
Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES ` 


inclusive 





38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex” 262687 


01-251 0344 (7 lines) 

















The Institute of Taxation 


PRESIDENT: H. WARBRICK, F.C.C.A., F.C.LS., F.T LL 
VICE-PRESIDENTS: DESMOND F. AIREY, A.C.A., F.C.C.A. FTAL ALLAN A. BRENT, F.C.LS,, F.T.. 
STANLEY A. SPOFFORTH, F.C.A., F.C.LS., F.T.LL 
SECRETARY: A. A. ARNOLD. F.C.LS., FTL. 


The Institute of Taxation exists to promote the study of, and the interchange 
of information about, taxation among members of different professions. Conferences 
and lectures are held and members receive regular circulars, digests of tax cases 
and annotated copies of legislation. Representations are made on technical aspects 


Those not qualified for membership may subscribe to a scheme under which 
they receive all the publications, except that the circulars are occasional only and 
deal with general matters as distinct from those of specialised professional interest. 


Full particulars of membership, which is by examination, and of the subscriber 


The Secretary: The Institute of Taxation, Clifford’s Inn, London, EC4A 1DE. 


















_« JAS the stock-market indulges in dramatic daily shifts in prices 
© FA stockbrokers attempt to judge which way the market is 

< really going. The attempt is increasingly resulting in a “Don’t 
‘know’ conclusion, although few brokers would go as for ag to 
admit. that much. ; ` 

`. One broking firm in its monthly review says “We believe 

- that a period of sorting-out of stocks will now take place and 

. that this will last for some months before the market’s main 

` trend — in whichever direction — reasserts itself.’ 

-The sorting-out process follows a period during which the 

_ first-line shares rather than second or third liners fall the most 
“because they are more easily sold. In this way, the brokers 

point out, certain front rank shares become attractive against 
Ge market as a whole. 

>- These particular brokers doubt whether the market is thinking 

< interms of a General Election and its possible outcome but 
admit that the fall in the FT Index to almost 40 points under 

the soo mark was a far deeper drop than expected. 

` "To some people that may indicate a basic weakness in the 
‘market. To others — now a little consoled by the subsequent 

` rally- it may simply be considered a new basis from which the 
-market will resume its so rudely interrupted advance. 

A sorting-out period lasting some months could prove almost 

-anyone right. 





* * * * 


RI GIBB WRIGHTSON (Credit Management) are 
(making available to exporters their comprehensive. guide 
to ECGD insurance. The company, part of the insurance 

roking division of the Matthews Wrightson Group, first 
produced the guide to explain to clients the extent and implica- 

e of their ECGD cover. Exporters are told in plain language 
hat cover they get and what their obligations are when using 
ECGD guarantee. The different features of ‘Contracts’ and 
‘Shipments’ policies are explained and the endorsements 
` needed by various businesses are covered in detail, The guide is 
















City Notes 


a loose-leaf handbook so that contents can be geared to i 

vidual companies’ needs and it enables non-specialists to un 

stand ECGD insurance, whether they are closely involved 

its operation or are interested in its implications for sales 

management. ; : i 
E * * * 


HE Save and Prosper Group launched the first Bos 
Money last. November to answer those who acc 
financial institutions of not playing their full part i 
the public on vital money matters. The book was immedi, 

successful and sold 50,000 copies. ` ar 
A new edition is now on sale published by William Co! 
and costing £1. The book, edited by financial jourt 
Margaret Allen, has 17 chapters covering such topics as pu 
money to work, mortgages, life insurance, the stock-m: 
unit trusts, tax, insurance and, in fact, all aspects of using 
There are new sections this year on the financial right 
men and women and on health and hospital insurance. Si 
on selling houses and on children in relation to the la 
been expanded and the whole book has been brought — 
date in the light of the 1972 Finance Act. Since there 
Finance Act every year and since the money industry 
constantly changing one the Save and Prosper Book of Mi 
is likely to become a Money Annual - and deservedly so 
one of those handy books that specialists keep by them to re 
them of the basics. ZC 





K * * E 


HE Netherlands as a centre for Common Market dev 

ment by British companies is becoming increasingly pop 
Slater Walker Securities have moved into Amsterdam throt 
typically involved Slater Walker deal, but less involved 
been a number of industrial company acquisitions and in 
ments. The Dutch, it is said, are more English than the res 
which looking at history is not surprising. ` 


RATES AND PRICES 


Closing prices, Tuesday, October roth, 1972 


SC Bank Rate 
Mar, 21, 1968 74% April 15, 1970 7% 
< Sept. 19, 1968 7% April 1, 1971 E ,, 6% 
` Feb, 27, 1969 Ss «+ 8% Sept. 2, 1971 Ge .- 5% 
Mar. 5, 1970 D «+ 7% June 22, 1078 -- 6% 
" Treasury Bills 
Aug, 4 - £5°7845% Sept. 8 «+ £63427% 
Aug. tt .. £5°7687% Sept. 15 .» £66391 % 
` Aug. 18 .. £5°7702% Sept. 22 .. £66999% 
` Aug, 25 .. £58260% Sept. 29 .. £66252% 
Sept. 1 . £58872% Oct. 6 . £66676% 
Ac Money Rates 
<: Day to day .. 53-64% Bank Bills 
"dag e 64-63 % 2 months 74-74% 
_ Fine Trade Bills 3 months 74-74% 
"3 months .. 8-9 % 4 months 74-74 % 
4 months .. 8-9 % 6 months 73-8 % 
8 -94% 


6months .. 
St Three Months’ Rates 
Local authority deposits 

Local authority bonds 

Sterling deposit certificates 
Euro-sterling deposits . i 
Euro-dollar deposits .. Se Kë - 





Finance House Base Rate ~ October 1st, 1972. 74% : d 
Retail Price Index (16.1.62= 100) ës (from 164°2, 2238:72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer). 


Foreign Exchanges 
New York 24190 Frankfurt 
Montreal 2°3765 Milan 
Amsterdam 7:8375 ` Oslo 
Brussels 10687 Paris 
Copenhagen 16°7275 Zürich 

Gilt-edged 

Consols 4% 4r} Savings 3% 65-75 Be 
Consols 24%  .. 26} Treasury 9% 1004 0 
Conversion 34% 364 Treasury 84% 87-90 i 
Conversion 54% 1974 -- 97$ Treasury 64% 1076 oe 
Funding 347% 99-04 ~. 44} Treasury 34% 77-80 . 
Funding 4% 60-90 .. 99% Treasury 3$ % 70781 
Funding 53% 78-80 .. 84% Treasury 5% 8 
Funding 54% 82-84 .. 82 Treasury 54° 08-12 
Funding 52% 87-91 «- y$ ‘Treasury A oa 
Funding 6% 1993 are Victory 4% — -- e 
Funding 64% 85-87 Boz War Loan 34% ee 







































IDESPREAD anxiety over the Government’s chances of 
mounting a successful voluntary prices and incomes policy 
ombat inflation .caused the Financial Times Industrial 
Ordinary share index to fall 7-8 points to 467-3 during the week 
ded September 29th, and to fall 35 points during the fort- 
tly account. During the same week ended September 29th, 
wever, the Financial Times Government Securities index 
rose from 71-37 to 72:55 and on the account from 71-07 to 
"55, reflecting modest support on yield considerations. But 
St o trees do not grow up to the sky, so share prices do not 
all continuously. Sooner or later they either level off or recover, 
only for technical reasons. 
During the current fortnightly account the Government 
Securities index has risen further to 72°60 while the Industrial 
inary share index has made fair progress to 479-2. That the 
ustrial Ordinary share index should have made any headway 
iring the week of the Labour Party conference at Blackpool 
I have agreeably surprised most people. A powerful factor 
was the boost given to sentiment by the signs of expanding 
ustrial activity which came through in the Financial Times 
nt survey of business opinion, the boom in retail spending, 
new peak in hire-purchase borrowing and a renewed rise in 
ank lending. 
Below we give our selections of fixed interest investments: 


Corporation Loans 


On re- 1972 
i Price Yield demption High Low 
sex 54 percent 1975-77 .. 86 6:42 9-28 96 84 
Bristol 64 per cent 1975-77.. 90 7-16 914 108 83 
Newcastle 6 per cent 1973-76 91 6-61 9-29 99 88 
LCC 54 per cent 1982-84 .. 75 7-46 918 87 73 


Fixed Interest Stocks (Industrial, Commercial) 


1972 
Price Yield High Low 
Associated British Foods (Fine 
Fare) 72 per cent debenture 
1988-93 d Si Za 76 9-2 81 76 
sociated Portland Cement 104 
er cent debenture 1994-99 .. 105 9-2 108 103 


ickinson Robinson 72 per cent 
loan 1986~91 : 81 


S fe 9-7 92 76 
isons 53 per cent loan 2004—09 564 


10-1 69 55 


Ordinary Shares and Property Bonds 


Jntil there is a statutory curb on prices and wages or a voluntary 
urb on the lines of the Government's proposals rather than any 
ounter-proposals which do not effectively keep wages in check, 
certainty over the immediate future of equity prices will 
rsist. In these circumstances many people will wait to see 
‘ome kind of wages pact come into existence before committing 
themselves to a purchase of equities. Others will think that it is 
‘tight to buy during the present uncertainty on the view that 
_ Statutory action will be taken if voluntary agreement fails. One 
solution may be an investment of equal amounts in property 
-bonds and property shares. 

As an investment, property bonds have an advantage over 
` property shares in that the property owned by the fund rises 


t ) ns of property shares, ` 
and without the investor having to employ a chartered surveyor” 
and solicitor, as would be the case if he made a direct investment 
in property. Property. shares, though more stable than most 
commercial. and industrial shares, can nevertheless be subject 
to quite considerable fluctuations in price. In the year 1971 to 
May 1972, property shares ‘performed extremely well, and the 
shares of most first-class companies more than doubled in value: 

Since May 1972, however, while most property values have 
risen, most property shares have declined in price. Thus, in the 
period 1971 to May 1972 Samuel Properties rose from a low of 
683p to a high of 262p but are now back at 178p after being as 
low as 143p. In the same period Star (Great Britain) rose from 
a low of 1004p to a high of 399p, but are now back at 313p after 
being 259p. Land Securities (the largest British property com-. 
pany) rose from 120p to 233p and are now 198p, while Metro- 
politan Estate and Property rose from 118p to 276p and are now 
254p. Probably no property bonds have done so well in terms of 
capital appreciation over the same period. 

Property bonds, however, reflect the value of the property 
owned by the property fund without being subject to the- 
vagaries of the stock exchange. Also, while a property company 
(at present) pays 40 per cent corporation tax, like any other 
company, on both income and capital gains, a property bond 
fund pays tax on income at the special insurance company rate 
of 374 per cent and. capital gains tax at the personal rate of 
30 per cent. The property bond fund is invested in commercial 
and industrial properties such as shops, offices, factories and 
warehouses, while the single premium bond is being increasingly ` 
used to provide a tax-free income which is higher than that 
obtainable from savings banks, building societies and the like. 

As explained in our issue of July 6th, the income is obtained 
by withdrawing a percentage of the capital each year without: 
liability to income tax or capital gains tax. Moreover, provided 
that each year the total annual appreciation of the fund in 
which the money is invested is greater than the percentage of ` 
capital withdrawn, the money invested will retain its original 
value calculated at the offer price of the units and will probably 
appreciate beyond that level. The capital withdrawn (as income) 
can be a percentage of the original investment or it can be a 
percentage of the remaining value of the investment, which 
means that the investment will produce an increasing income 
as the value of the investment appreciates. 

For this to happen, however, the rate of withdrawal chosen 
must be less than the anticipated growth rate of the fund, so 
that the investment continues to appreciate more rapidly the 
less the rate of withdrawal. Ideally, of course, for maximum 
appreciation, there should be no withdrawal at all. Compared 
with building societies, property bonds offer three advantages. 
They provide life cover for the investor, there is a chance that 
the capital invested will appreciate in value despite withdrawals 
from the fund provided that the annual percentage is less than the 
annual appreciation of the fund, and the investor’s income will 
increase as the income of the fund increases. 

The property of a property bond fund, if chosen with the 
same expertise as the property of a top property company, will 
appreciate at the same rate as the property of a company which, 
in some conditions, can appreciate very considerably in a period 
of, say, five to seven years. However, since the price of a pro- 
perty share can sometimes exceed quite dramatically the value 
of the underlying assets because buyers are prepared to pay a 
premium for prospects or proven management, a cornbination 
of property shares and property bonds may provide the investor 
with the best of both worlds. Such an investment might include 
the four property companies referred to above, Abbey Property 
Bonds, Hill Samuel Property Fund, Save and Prosper Property 
Fund and Tyndall Property Fund, or am one or two in each 


category. 























Letters 


T Should Not be Inflationary 


“Sır, - The writer of the letter under the heading ‘Inflationary 
` effect of VAT’ (October 5th issue) makes a fundamental error 
in stating that it is a ‘cascade’ tax. It is a basic feature of VAT 
that input tax is deducted from output tax and only the differ- 
sence is paid over to the Customs and Excise at any stage. 
i" This point is completely ignored by your correspondent who 
fails to appreciate that, in his example, the £13 VAT to be 
‘collected by the wholesaler has been incorrectly calculated on 
£132 instead of on £122. The correct calculations of VAT are, 
“therefore: 


















Payable to 
VAT at Customs 
Goods ` 10 per cent and Excise 
Ee £ 
by manufacturer 100 10 10 
( ost to. wholesaler .. Loo 10 — 
holesale margins — say, 20 
“çent as ds 20 
Sale by wholesaler £120 £12 2 
` Cost to retailer .. «120 12 
` Retailer’s margin — say, 30 per 
Cent a ine D 36 
Sale by retailer £156 £15 3 
` Cost to consumer £171 


<>> For the sake of simplicity it has been assumed that the 

` manufacturer has no input tax. The point is that the total VAT 

payable throughout the chain of events is £15, and not £42 as 
-implied in the original letter. 

` VAT does not constitute a part of the purchases or sales 

< yalues, except in exempt businesses. It is in effect a balance 

` sheet debtor or creditor account, and is a cost only to the ulti- 

mate consumer. 

g $ Yours faithfully, 
D. A. BANKS, F.c.a. 
Group Chief Accountant, 


-| c Romford, Essex. MACARTHYS PHARMACEUTICALS LTD. 


Sir, — I feel that your correspondent who-has pointed out the 
inflationary effects of VAT in your issue of October 5th has not 
yet grasped the correct implications of this tax. This is a tax on 
` consumption and is only paid by the ultimate consumer. f 
The tax added at each stage is a percentage of the total cost 







percentage of the total cost to that stage. As the tax charged 


completely m 
‘in the example should read as follows: 


a of that stage and not as has been assumed in the examples 3 












each person except the final consumer is recoverable it forms n 
part of the cost of production. ) 

VAT should not be inflationary, but if your corresponden 
can be misled, one fears for the rest of the community. oe 


~ Yours faithfully, 

Maidstone, Kent. DA. W: DURBRIDGE, AG, 
Sir, — Mr Alan Tropp’s letter in your issue of Octe 
ading interpretation of VAT. ‘The 


Where goods are distributed via the wholes 


Sale. by manufacturer 
"Fax Qvholesaler’s input tax)... 
Wholesale. margin, say, 20 
£100 Zen SC 



































Tax (retailer’s input tax) o 0o aie e 
Retailer’s margin of say, 30. per Cent on` ; 
£120 d E P š 36 

í 156 
Tax gi in a op = 16 
Cost to consumer :. £172 


Where goods are distributed by the manufacturer: 


VAT at: a 

ropercent VA 

£ D 

Sale by manufacturer D 100 OEE 

Tax (retailer’s input tax). . k N 

Retailer’s margin, say, 30 per cent on £100 30. 
130. 
Tax si Ma ae SC in 13 
Cost to consumer .. £143 


Thus the cost to the consumer should be £172 instead of , 
and £143 instead of £157. Value added tax is not a ‘tax 
and therefore, the ‘cascade’ effect is not applicable. 7 


Yours faithfully, . 
H NILSSO 


[We are obliged to many other correspondents -who 
written similarly on this point, and whose: letters, for reason 
space, we have been obliged to-withhold, — stop) 


Weybridge, Surrey. 


Official Guides to VAT 


Sir, — I was much amused by the letter from Mr Re 
in your issue of October sth but I think he was wrong in 
that A. Wholesaler Ltd was a late starter for registration. In. 
‘Wholesaler’ is the operative word and comes in the se 
R-Z, and is quite properly registered in January 1973. 
What did intrigue me about this example was the appal 
budgeting. Wholesaler’s estimate of taxable turnover for 
months is stated as £80,000 but in fact the taxable outputs 
the quarter ended March 1974 are given as £303,898! Is thi 
example of tremendous business expansion, or is this the s 
of inflation we can expect in 18 months’ time? 


Yours faithfully, 


: Peterborough, Northants. R. J. WEBBER, a.c.c.a. 















econd code would have no, or very little, personal allowances. 

inally, the present regulations require an employer to notify 
is tax district on Form 46, item 5, when an employee com- 
mences who has other employment. It is therefore obvious that 
he new system would disclose nothing to a main employer 
üt a secondary employment. 


Yours faithfully, 
C. T; H. PLANT, 
Secretary, 


London SWI. THE INLAND REVENUE STAFF FEDERATION. 


























ualified Accountants 


,~As a chartered secretary in my twenties, I find Mr 
rence’s views expressed in your issue of September 21st 
opposite to my own. Mr Laurence is clearly a mature student 
of the Association and ICMA who would have all accountants 
the book-keeping type still found in many professional 
fices, 

any CIS students attend the same accountancy classes, 
ad the same accountancy textbooks, get the same practical 
perience and take accountancy examinations of at least the 
me standard as Association and ICMA students. Whilst 
chartered secretaries are not qualified external auditors, they 
e qualified accountants. 

Surely, with increased specialization there is a greater need 
for qualified administrators. The Civil Service is now finding 
e consequences of filling administrative posts with academics 
specialists, and this should be a warning to large companies. 
h the Association and ICMA broadening their examinations 
d their members becoming increasingly involved with 
ninistration, these bodies should be considering closer links 


Yours faithfully, 
M. PEARCE, 
F.C.LS., F.T.LL, A.C.CA. 


Employee Audits 


Sir, — Major employers will soon be required to disclose to 
their employees details of their ‘undertakings’, when yet another 
section (section 57) of the Industrial Relations Act 1971 moves 
fully into operation. 

-A so-called ‘statement’ issued under this schedule has to be in 
writing and issued ‘not later than six months after the end of the 
financial year to which it relates’. Other than that, we have very 
little idea what it means and we probably will not know until 
the Secretary of State has issued regulations listing minimum 
requirements. But what we can expect is that employees will 
get precious little else beyond ‘a statement’ if employers simply 
hide behind the letter of the law and not act according to its 
spirit, 

` Jt is true that under another schedule (section 56), employers 
will have to provide trade union negotiators with information 
necessary for responsible collective bargaining, but the vision 


this procedure has | «shattered by Schedule 158° 
(i) (e) which allows employers not to disclose information if it 
would harm their business. Tt is not clear just who would be 
responsible for deciding whether this would be the case. 
None the less, even if the decision goes against the employer, it 
would be the trade union negotiator who would receive detailed 
information and not the employee. l 
Why not? Why should the employee not be taken fully into 
the confidence of his employer? Why should there be so much 
emphasis placed on reporting to the shareholders, the debenture- 
holder and the ‘creditor and not to the employee? Why indeed 
should there be just a shareholders’ audit? 

If accountants are to help management comply with the spirit 
of the Act, we really must re-think our approach to the reporting 
problem. Shareholders, debenture-holders and creditors invest 
only partly (admittedly in some cases, wholly), in limited liability 
companies but we still spend a great deal of our time reporting 
to them. As for employees, we tell them nothing: and these are 
the people who invest perhaps all of their lives into one enter- 
prise! In so many cases, human investment is solely dependent 
on the whim of an unseen autocrat rationalizing for the sake of 
national efficiency, and the individual worker may never know 
the reason why his own very personnel [sic] asset has been 
scrapped. 

Thank goodness politicians of all parties have recognized the 
inhumanity of the present system although unfortunately, the 
Industrial Relations Act 1971 does not go far enough. What 
good is a ‘statement’? What is needed is a statutory audit on 
behalf of the employees; this must include a report by in- 
dependent auditors to the effect that ‘the above represent a true 
and fair view of the underlying security of employees’ employ- 
ment, notwithstanding a take-over which is expected in the 
middle of 1974’. 

I wonder whether accountants are as ready to fight for em- 
ployee rights as they are for the shareholder? We shall see. 


Yours faithfully, 
J. R. DYSON, B.A., A.C.A, 
Lecturer in Accountancy, 
SCHOOL OF MANAGEMENT STUDIES, 


St Helens, Lancs. ST HELEN’S COLLEGE OF TECHNOLOGY. 


Industrial Accountant 


Sir, — May I draw attention to the misnomer in the sub-heading 
on page 382 of your issue of September 28th: “Industrial 
Accountants Merger Project’. 

The name and the membership. designation of neither of 
the two bodies contemplating merger suggests that their 
members offer a service to industry ~ they are respectively. 
commercial and company accountants, and as such reference 
to them as industrial accountants is incorrect and misleading. 


Yours faithfully, 
KD GILPIN. 
Secretary, 


Tue INCORPORATED ASSOCIATION 
or Cost AND INDUSTRIAL 


Upminster, Essex. ACCOUNTANTS. 


[We do not admit our correspondent’s allegation of a ‘mis- 
nomer’; our note referred to negotiations between. two bodies 
with a substantial combined membership in industry and com- 
merce. The distinction which Mr Gilpin seeks to draw appears 
to us a rather fine one — nor are we aware that a generic title such 
as ‘industrial accountants’ can be the subject.of a proprietary 
right. — Eprror.] 
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Letus figure out 
your payroll proble 


Year by year payroll preparation be- 
comes. more and more complicated, and 
your problems multiply. 

Luckily Management Dynamics Com- 
puter Service Bureaux can help you take 
things in your stride. We’re already making 
jife easier for 126 firms, Our nation-wide 
payroll service, is fast, flexible, easy to use 
and most important, utterly reliable. 

Within 24 hours of receiving the informa- 
tion, your payroll is complete, whether it 
comes on clock cards or standard forms. 
And everything’s included. 

Gross and net pay reconciliations includ- 
ing N.H.I., tax and Graduated Pensions, 


d Management Dynamics ` 
Computer Service Bureaux £ 


R eS Amember of The Management Dynamics Group 
LONDON - BIRMINGHAM : MANCHESTER 


Heathrow House, Bath Road, Cranford, Hounslow, Middlesex. 
‘Telephone: 01-759 9191/1502/9628. And at 218 Oxford Street, 
‘London, WIR 1AH..Telephone: 01-437 9481. Temple House, 


43-48 New Street, Birmingham, B24LH. 
Telephone: 021-643 5250. Royal Buildings, 

2 Mosley St. Manchester, 

Telephone: 061-236 5950. 


ACCOUNTANT 


S.E.T. and cumulative totals. Comprehen- 
sive cost centre analyses and facilities for 
dealing with employee record cards, credit 
transfers, bank lists, and coin analysis with 
rounding. 

Five separate entries for gross pay are 
available together with 11 separate deduc- 
tions, three statutory and eight specified 
by you. There’s even a special Contractors 
payroll program that copes with the com- 
plications involved in allocating direct and 
indirect labour costs by Trade across 
different job sites. 

End of year returns are catered for, and 
the required figures are easily and auto- 



























matically produced during April. 

And there’s no problem handling supe: 
annuation schemes, holiday pay. ` 
sickness or accumulation schedules: 
deductions, f 

Everything is organised to allow 
smooth detailed implementation to make 
sure that the system is properly install 
and we provide validation of input during 
working hours to confirm data prior P 
processing. Oe 

With Management Dynamics Comput 
Service Bureaux you'll find your. payr 
problems just disappear, no matter wh. 
the legislators „n come up with. 









© Many hundreds of accountants have found the right-job_ 
through this useful service. Our information. centre (near: 
‘Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. Se 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and—without any 
Tonn Ging -- study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you. the widest choice. Ring 
for relevant list! 







Public Practice: L. Kelleher, 01-628 4550 

More than 300 Professional firms utilize our services’ in 
+ engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. -up to £5,000; Overseas up to 
` £10,000. 

Commerce and Industry: R. Thornhill, 01-628 8860 
Vacancies cover the whole range from. Trainee to Financial 
Director. Salaries: up to £7,000+. 

Temporary Staff: M. Farrer, 01-628 0391 

Terms are better than is usual for temporary assignments. 
EMPLOYERS: Our register of candidates. lists hundreds of 
accountants we have interviewed in depth, and perhaps one 
of thèm is the man you seek. To find out ring me now and 


I shall let you know within the hour. 
` R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


A7 Finsbury Court, Finsbury Pavement, London EC2A 1HT 
















Choose your 


WINTERBREAKER 
holiday here 


veryone’s. looking for new and better ways to escape to 
sunshine next winter. Clarksons, the Winterbreakers, have 
: found them. Short holidays and long holidays, lazy or 
lively, in ail sorts of sunny places. You can fly from Luton, 
» Gatwick, Manchester, Bristol or Cardiff and leave winter far 
behind while you enjoy one of these tonic Winterbreakers. 


4&5 day Sun-Breaks 


Majorca from £14, Benidorm from £15, 
Estoril from Z 20. Rome, Nice, Tunisia from£21 


8 & 15 day Sun-Jet Holidays 
iza from £23, Sicily from £31, Athens, Tunisia from £33 


15 day Mediterranean Cruises 


Your chance'te-spend Christmas in the Holy Land and visit 
Cyprus, Crete, Rhodes, Athens-and Corfu. Depart 
December 20. Price from £103. 


And plenty more. A whole bookful of them 
Clarksons Winter Sun-Jet e 
oliday Book. Cia 
Pickitup from your 
THE 


local Travel Agent now. 































= THE NEW LIFE PLAN 
WITH THE BIG ‘CATASTROPHE’ 
= COVERFORTHE = 
YOUNG EXECUTIVE 
Tax free cash payments. ` 
made in 15 years and again 
before it matures at 65 — 


with the insurance 
continuing throughout 









































Please apply for quotations to: 


SENTINEL INSURANCE CO. LTD 


Williams National House SJ 
I-13 Holborn Viaduct, London ECIP IEL és, 
Telephone: 01-248 8070 









For nearly 100 years we 
have published books for 
the accountancy profession, 
especially textbooks for 
students. 


THE LARGEST SELECTION OF 


ACCOUNTANCY AND 
MANAGEMENT 
PUBLICATIONS 


Distributors for publications of 
THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 


THE CITY LIBRARY 


GEE & CO (PUBLISHERS) LIMITED 
151 STRAND, LONDON WC2R (UU 











































































OST practitioners like to think that 
their small clients will grow larger, 
and that small private companies will 


progress to such an extent that share: 
holders. will sell their interests. (partially 


or absolutely) to the public. The nursing 
„of a statutory embryo to a joint stock 
public company was the theme of the 
_twelfth residential course of the Southern 
` Society of Chartered Accountants held 
recently at the University of South- 
ampton under the chairmanship of the 
Society’s President, Mr Colin H. Mead, 
LERGA 
“The auditor and I’ was the subject of 
‘a paper by Mr K. V. Horton, F.C.C.A., 
F.C.M.A., group finance director of the 
“Aerialite Group of Companies, who dealt 
“with the information he expected from 
auditors on the financial control of the 
group operating activities, together with 
` the Group internal and external growth. 
An. entirely different standpoint was 
-taken by Mr T. G. R. Lawrence, F.C.A., 
practising accountant, when he discussed 
_ “The role of the auditor and reporting 
` accountant’. He described how the 
_ practitioner should act in relation to a 
company which is ‘going public’ or being 
taken over, both from the point of view 
of the auditor and of an investigating 
and reporting accountant acting on behalf 
of a merchant bank or acquiring com- 


pany. 









Reporting accountants 
and auditors 


For this purpose Mr Lawrence felt it 
necessary to define ‘reporting account- 
ants’ as a firm called in by the issuing 
house (with the agreement of the 
directors) to investigate the company and 
(a) report in detail to the issuing house; 
` (8) report jointly with the auditors in 
-short form on certain aspects of its 
financial record in the prospectus itself, 
< and (c) assist and advise generally in 
‘connection with the financial aspects of 
“the flotation. 
If the auditors were a firm with suitable 


FOR C.A. 
EXAM 
PASSES 









of postal tuition experience and 
principal Accountancy exams, 
Appreciation, Costing, G.C.E., Law, 


Southern Society's Residential Course 


experience in this field they could be the 
investigating and reporting accountants 
as well. Should this, however, not be the 
case the reporting accountants would have 
a preliminary meeting with the managing 
director and an early involvement with 
the auditors in order for a decision to 
be made on the extent of disclosure 
within the company of what is planned. ` 

Mr Lawrence emphasized that anyone 
who authorized the issue of a prospectus 
containing a materially untrue statement 
might face criminal proceedings; similar 
liability attached to the auditor and the 
reporting accountant in respect of their 
report. Everyone, therefore, concerned 
with the document must work together to 
ensure that, while it presented an attrac- 
tive view of the company, it omitted 
nothing material and included no mis- 
statements. 

All these points were covered when Mr 
R. P. Corbett, of Singer and Friedlander, 
merchant bankers, spoke on “The crucial 
stages in the emergence of a public 
company’. His talk dealt with the financial 
requirements and sources in the early 
days, the sort of financial controls re- 
quired at the next stage, the importance 
of accurate internal and external account- 
ing, together with the contents of a 
prospectus. 


Second-tier proposals 


On the afternoon of the second day of the 
course, Mr M. G. Lickiss, B.sc.(ECON.), 
F.C.A., a member of the English Institute’s 
Council, spoke on ‘Accounting tech- 
nicians -the Institutes dilemma’. He 
gave an account of the proceedings at the 
special meeting held by the Institute on 
September 27th [The Accountant, October 
sth] relating to this highly controversial 
subject. Many of those attending the 
course expressed the view in discussion 
groups that, in the provinces, the days of 
articled clerks were numbered; there had 
been a gradually increasing preference for 
some years for provincial practitioners to 
engage female and unqualified male staff 


AN RRC HOME STUDY COURSE provides the simplest answer. 
over 220,000 passes, it assures your success 


01-947 2211 


Accredited by the Council for the Accreditation of Correspondence Colleges 


already existed, in fact, even if 


‘the articling of clerks to partners of $ 


and also in Banking, 
Local Govt., Marketing, 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SWi9 4DS 


to assist partners as semi-senior and seni 
audit and tax clerks. The second-ti 


officially recognized, and was preferre 


and medium-sized provincial firms, ¥ 
the consequent study leave and. subs 
quent loss of the clerk, more often th 
not, when he qualified. ` 

The final lecture of the course w 
given by Mr H. L Morrison, C.A; A.C.M. 
M.LM.c., and was entitled “Tax, plannit 
—small company to large corporat 
He covered the whole vista of tax: 
as it affected small companies (existing 
and new), close companies, those ‘goi 
public’ and being taken over, and th 
expanding in the United Kingdom and 
overseas, In the course of this review 
commented on many salient points 
interest and reminded his audience tha 
companies could still be ‘close compa 
even if they had Stock Exchange qu 
tations. : 


Expansion in UK or abroad 


For those with clients hoping to expa 
businesses abroad, Mr Morrison:ree 
mended careful thought on the matte 
relief for tax suffered overseas, bearing 
mind that the effective rate of corpo: 
tax in the UK would be higher than 
suffered abroad. On the subject of capi 
gains, it was as well to remember that t 
rate of tax on these would be diminish: 
to 30 per cent. He recommended seri 
reading of the Green Paper on ‘Cor 
tion Tax Reform’ (Cmnd 4630) [ 
Accountant, April 8th and November 
18th, 1971]. 
Mr Morrison felt bound to mentio: 
forthcoming value added tax at 
inherent hidden dangers, from cas. 
to overall tax planning. ‘There coul 
be conflicting situations of VAT a 
corporation tax. E 
The course concluded-after a session 
questions addressed to Mr Lawrence 
Mr Morrison and with some apt words 
thanks to all concerned. 


Backed br 43 years 

in all. the ` 
Book-keeping, Civil apes Computer 
p, ete. 
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| Career Opportunities 





ity Treasurer, Norwich 


"HE sheer volume and complexity 
of local government finance make 
this a most challenging career, de- 
nanding numeracy, analytical ability 
nd drive of the very highest order — not 
1 refuge for the timid or the ordinary. 
Such a statement must differ con- 
lerably from long-held views. that 
ocal government is a dull occupation, 
e preserve of badly paid, small- 
minded individuals. 

The intricate weft and warp of com- 
munity life to-day is reflected in the 
iversity of local government activity. 
Not only is it concerned with such basic 
ieeds as housing, education, health and 
ocial. services, but. it is. also involved 
ith the more intangible issues of the 
whole environment and the quality of 
life. The finance officer in local govern- 
ment must consider in particular the 
conomic development of the area, and 
the impact of local government ex- 
enditure on the whole community. 
The fact that expenditure rose in 
twelve years from £2,800 million to 
£7,000 million in 1970~71 illustrates both 
‘the size and its growth potential. Already 
“constituting 16 per cent of gross national 
product, local government expenditure 
‘has been growing in recent years at a 
crate twice as fast as the national income, 
necessitating the employment of over 
` ro and a half million people. 


-Skilled budgeting 

mance, like economics, is concerned 
th getting maximum results from 
carce resources. In local government 
certainly and, I suspect, in industry, the 
fesources are never adequate to fulfil 
the needs, hence the ubiquitous ac- 
countant. To-day, therefore, the demand 
is. for more and better accounting in- 
formation and better foundations on 
- which to make management and invest- 
ment decisions. Everything we do, 


5 - Local Government 


by A. J. BARNARD, M.A., F.C.A., F.1.M.T.A. 


whether it concerns pupils or car parks, 
babies or airports, vitally affects the 
economy of the community we serve 
and a wide range of skills is brought 
to bear on the financial management. 

The investment decisions are a com- 
plex of economic, trading and social 
issues which seldom. allow a clear 
straight-forward answer. Nevertheless, 
within each service there is scope for 
sophisticated techniques. It would be 
inane to apply a full cost benefit analysis 
to the option of a road or an old people’s 
home, but it would be a valid exercise 
in comparing one road improvement 
with another. It is valid to use discounted 
cash techniques on car park provision, 
statistical analysis and cost effectiveness 
in education or operational research on 
refuse disposal options. All these elab- 
orate technical skills are aimed at one 
objective, optimum resource allocation. 

To make things clearer, the whole 
financial task can be thought of in terms 
of three sets of considerations: 


Accounting considerations 
Revenue account. 
Capital account. 
Pension fund. 


Financial considerations 
Sources of revenue income. 
Sources of capital income. 
Fund investments. 


Social considerations 

Education and culture. 

Amenity and economic services. 

Protective services. 

‘Trading services. 

Social services. 

The actual implications of these con- 
siderations involve extensive areas of 
work — including EDP operations, bud- 
geting for all services, revenue collection, 
particularly rents and rates, recoupment 
of government grants, wide-ranging ex- 
penditure, and the raising of vast amounts 








































Mr Barnard has been City Treasurer of 
Norwich since 1953, having previously 
served for five years as deputy treasurer. 
He commenced his career in local govern- 
ment in 1934 in the treasurer's department at 
Lowestoft. 

A graduate of St John's College, Oxford, 
he became a member of the former Society 
of Incorporated Accountants in 1944 and 
of The Institute of Municipal Treasurers and 
Accountants in 1946, He is a Council member 
of the latter body and financial adviser to 
the Association of Municipal Corporations. 
Mr Barnard was President of the East 
Anglian Society of Chartered Accountants 
in 1964-65. 





of loan money. Thus in the detailed and 
broad approach there is a mixed require- 
ment for accountancy skills, economic 
and statistical appraisals. and broad 
financial judgement. 


Basic qualities ` 

It has been said of industrial accountancy 
that the work involves the exercise of 
skill in evaluating information supplied, 
and judgement in weighing up the 
relevant factors against the background 
of general and specific financial know- 
ledge. The same judgement and qualities, 
particularly the ability to think clearly 
and logically, are just as necessary in 
local government. 

So, ideally, the types which local 
government is looking for should be 
high grade accountants (costing and 
financial) with a deep knowledge of 
economics and/or statistics; they should 





“be skilled either in borrowing or investing 
money, with management skills thrown 
in for good measure. There are some 
5,000 accountants employed mm local 
government against 300 in the civil 
““gervicé and these include chartered, 
certified and management accountants, 
although the great majority are, as might 
be expected, members of The Institute 
of Municipal Treasurers and Account- 
ants. 
“What are their prospects? Not to 
prevaricate, it is difficult for people 
qualifying outside the service to get in, 
but having done so, senior qualified men 
with some experience and management 
«i responsibilities can expect to receive 
anything between £2,500 and {5,000 a 
year. The salaries of chief financial 
officers range from about £3,000 p.a. to 
£10,000 according to the size of the 
authority. Not riches perhaps but. cer- 
tainly not poverty! 

The top financial post need not be 
the ultimate ambition as is demonstrated 
by the recent promotions of a number of 
treasurers to chief executive jobs. This 
reflects the fact that, more and more 
to-day, the treasurer is becoming part 
of a corporate management team along 

“with the other local authority chief 
officers. Indeed, the financial advice 
service provided by the treasurer has 
always involved him and his senior 
staff in much committee and inter- 
disciplinary work, where articulate quali- 
ties are called for to communicate the 

“financial complications firmly and clearly. 
There is also a growing inter-change- 
ability in the wider allied fields of public 
finance such as nationalized industries, 
hospital boards, universities and the 
` civil service. To reflect the actual situa- 
tion, the IMTA aims to widen its title 
to ‘The Chartered Institute of Public 
Finance and Accountancy’, in a Charter 
at present before the Privy Council. 


How to get in 


For readers who may yet be charting 
their careers the following is a brief 
outline of training for new entrants. 
Entry requirements of the IMTA are 
two ‘A’ levels and these at age 18 carry 
a salary of £936 with progression to 
£1,600 or so. Most progressive authorities 
-are recruiting graduate trainees with 
second class honours and this carries a 
starting salary of £1,360. All trainees are 
groomed to become chartered municipal 
treasurers, preferably on block release 
“courses. To the good ones the maximum 


“of the trainee grade has no interest. 


` because they should be qualified and on 
= to salaries of {£2,500 well before that 
point. 

Readers will be aware that the re- 


organization of local government is 
imminent after the discussion of many 
schemes and proposals in recent years. 
The basic rationale behind a change is 
the need to develop areas that fit the 
present day patterns of life and work, 
integrate town and country, and improve 
planning and administration through a 
reduction in the number of authorities. 

When reorganization comes into opera- 
tion on April rst, 1974, the number of 
local authorities in England and Wales, 
including London, will drop from 1,425 


to 436. Of these, 54 will be of county. 
Senge of excitement 


status, larger in terms of revenue and 
persons employed than most industrial 
companies. ‘The remaining districts, met- 
ropolitan districts and London Boroughs 
will range in population from 40,000 
to one million and will be very inti- 
mately concerned with the quality of 
life in their areas. 

How will this reorganization affect 
recruitment? Overall I foresee no drop 
in the demand for accountants. The need 
for services continues to grow and each 
new service brings its own problem. 
The number of well-paid professional 
posts can be expected to show an in- 
crease, There will, however, be a drop 
in the number of top jobs. (989 fewer 
authorities mean some redundant trea- 
surers, although not all present treasurers 
are qualified). 


Education Survey 


OLLOWING the formation of the 

nine ACASS education regional 
groups (‘Roundabout’, June 22nd) set up 
to carry out surveys into what assistance 
firms provide towards educational train- 
ing, the first report on the findings has 
been compiled by Moira Pattinson, a 
member of the ACASS Executive, 

It is very much an interim report as 
only four of the nine groups have so far 
submitted information. Moira Pattinson 
makes the plea for the remaining five to 
submit details without delay so that a 
final report can be issued next month. 
Her interim report is as follows: 

Size and location of firms: A reasonable 
cross-section of firms were considered in 
the survey, although it is unfortunate that, 
as yet, no representation has been made 
from the larger societies. Partners ranged 
from 16 in number to one, and clerks from 
30 to two. 

Work in the office: it seemed that virtually 
all clerks were given plenty of experience 
in general book-keeping and preparation 
of accounts of sole traders, etc., but 


toa pre-ordained career pattern. 


Disappointing Response to ACASS 



























































Oncein local government the accountan 
is well advised to move around and th 
best men are generally those who hay: 
served with a number of local authorities 
This is not quite so nerve-racking as i 
might appear, because the career-stru 
ture is countrywide and so, with mino 
local variations, are the office structur 
Indeed, there are positive advantages t 
this system of promotion, as it allows th: 
individual to determine his place of wor 
and his future career rather than submit 


It is difficult to transmit. one’s o 
sense of excitement to those not simi 
involved and I can imagine a number 
newly qualified accountants not be 
over-excited at the monetary enticeme 
local government offers. ` 

If you feel that technical and scient 
progress, population growth and mate 
well-being hold as many danger: 
barbarism. as opportunities for civilize 
living and. if you want to be involved 
avoiding the one and achieving the oth 
come in. For in. local. government 
will be involved in finding the w 
and means of doing this. What is m: 
you will be able to walk round in y 
leisure and, hopefully, taste som 
the joys that you have helped to pro 





many firms do not offer work on the at 
of public companies and very few: cle 
have experience of bankruptcy, liqui 
tions and receiverships, and investigati 
Firm training: Very few firms off 
residential courses.or even day cours 
topics relevant to the office. This. 
particularly noticeable in the less c 
mercial regions. A majority of stud 
also reported that no lectures, discussi 
etċ., were held in the office. RE 
Educational training: Again this. vari 
within regions. Generally, the very lar 
firms’ training programmes includes 
tion suitable for examination work 
indeed some clerks were sent to residen 
courses with the private sector tuto 
However, in most cases, students. are | 
their own, perhaps being assisted with t 
cost of their correspondence courses. 
Study leave: From the surveys rece 
it seemed that some firms did not enc 
age their clerks to take the maximum stu 
leave applicable.to each examination. Thi 
may, of course, have been precautiona: 
on the part of the principals concerned but) 
nevertheless it did seem that-many woul 
not be able to take the maximum study | 












leave, if required, within their articles. 
Remuneration varied in study leave. Many 
were only paid whilst attempting the 
examination for the first time, some were 
paid at a reduced rate, some nothing at all 
and some to save national insurance costs 
were told that their higher salaries than 
their contemporaries in other firms were 
intended to compensate for no remunera- 










Control by principals: V ery few principals 
studies of 


Moira Pattinson adds that because so 
many regions have yet to submit reports, 
-has been difficult to gain an overall 
icture. The report is general and she has 
not attempted, as yet, to consider the 
regional position. 


NEW DIRECTOR FOR LONDON 
SCHOOL OF ACCOUNTANCY 


Mr Emile Woolf, F.C.A,, formerly a 
irector of H. Foulks Lynch & Co, is 
joining the board of London School of 
Accountancy from January ist next, to 

e charge of the editing of course 
manuals. Mr Woolf, who will also be 
ecturing on the School’s courses, is well 
qualified to take up this new appoint- 
ent with his experience in revising and 
writing many standard textbooks and 
diting Quarterly Notes and the Char- 
‘ered Students’ Telephone for Foulks 
Lynch. 









LONDON’S ONE-DAY COURSE 






S. WALES INDUSTRIAL VISIT 


There were ṣo applicants for the 20 
laces for the recent whole-day visit by 
embers of the South Wales and Mon- 
_ Mmouthshire CASS to the Bristol factories 
of Rolls-Royce (1971) Ltd and the British 
» Aircraft Corporation. 

After a short. series of introductory 













films on the aircraft 
toured the factory of Rolls-Royce where 
the process of manufacturing aero engines 
was explained and where they saw engines 
of the type powering Concorde. 
















Following lunch, the party was taken . 


across the Filton airfield to view the 
British Aircraft Corporation works to see 
the airframe side of the aerospace 
industry. There, members were shown 
the ‘mock-up’ of Concorde — the life-size 
model used to show what the interior of 
the final aircraft will be when in service. 
In addition to seeing the first Concorde 
to be delivered to BOAC, members also 
saw the French Concorde which was there 
for engine inspection. 

Other unexpected bonuses of the day 
proved to be a view of a VCro test bed 
for the RB211 engine and a Vulcan test 
bed for the Olympus engines which 
power Concorde, together with a very 
much alive Harrier vertical take-off jet. 


BIRMINGHAM’'S ANNUAL 
DINNER 


The annual dinner of the Birmingham 
CASS will be held at the Top Rank 
Birmingham Suite, Dale End, on 
Friday, December 1st, when the guest 
speakers will be: Mr Michael G. Lickiss, 
B.SC., F.C.A., a member of the Council of 


ustry, members 





_ the Institute; The Bishop of Birmingham, 

The Right Reverend Laurence Brown, 
MA: The Hon. Mr Justice Bagnall; and 
Mr Peter J. Feeny, Hon. Consul for 
Thailand. 

Tickets, price £3-85, will be available 
shortly from the Library and committee 
members, 


LETTER TO ROUNDABOUT ` 
Higher Admission Fee Opposed. 


Sir, -I have been instructed by my 
committee, as their, honorary secretary, to 
bring. to your«attention the Bristol and 
District Chartered Accountants Students 
Society’s committee’s disapproval of the 
proposal to raise the admission fee to the 
Institute from £21 to £50. 

Until better working conditions are 
achieved for the articled ‘clerk, and 
restrictive conditions of employment and 
suppressed remuneration are changed, the 
committee feel that it is totally unfair to 
expect a newly-qualified accountant to pay 
such a largely increased admission fee. 

Surely other methods of finance are 
available to the Institute. It would appear 
that the burden of the Institute’s financial 
problems is to fall on those least able to 
afford it. 











Yours faithfully, 
D. L. RANDOLPH, 
Seeretary, 


Bristol 8. Brisro. CASS. 





Nottingham Sports Fiesta 


N one of those fine afternoons that 
appear to have been lacking during 

this summer the annual Sports Fiesta for 
chartered accountant. students was held 
in Nottingham on September 15th. Some 
325 students from 11 societies took part 
in the varied sports. The disappointing 
drop in the number of students attending 
did not remove the keen competition 
that is always in evidence at this event. 
Football, hockey and tennis were held 
at the Highfields sports ground. The 
hockey became, after a short time, a 
tense battle between Nottingham, Bir- 
mingham and Liverpool. The league 
system meant that the tension was 
evident all through the afternoon, with 
Liverpool winning and Birmingham run- 
ners up. At tennis the positions were 
reversed, with Birmingham sharing their 
usual dominance of this game. 


In the football knock-out competition ` 


there was a great variety of talent, and 
the final result was a win for Leicester 
and Northants, with the Manchester 
Society the runners up. 

Squash was held at Nottingham Uni- 
versity and the players appeared to be 
of county standard. The games were 


fast and furious with last year’s winners, 
Sheffield, only able to take second place 
to Newcastle. Equally, the standard of 
badminton, a new sport this year for the — 
Fiesta, was probably as high as county 
level. This was the only event in which 
the women students were invited- to 
take part in a separate competition, but 
in the event this proved impossible ~ 
only two turned up, both from Bir- 
mingham. But Birmingham again showed 
their dominance of this sport, whilst 
Liverpool could only manage second place. 

Rugby, played at the Notts RFC, proved 
another disappointment for Birmingham 
who could not raise a team to defend the 
cup which they had won last year. 
Bradford were the eventual winners, 
just beating Liverpool. 

The standard of the Fiesta was 
certainly upheld in the golf competition 
played at Stanton-on-the-Wolds Golf 
Club where an extremely good per- 
formance by the York Society gained 
them both first and second place. 

The majority of the cups were presented 
at the end of the day by Mr Ian Simpson, 
A.C.A., President of the Nottingham 
CASS. 















By courtesy of the Past Office 


SO student 
wins 


coveted award 


` One again 3 School of Account- 
“ancy student has won a major 
award. Mr. D. C. Purt of 
S Sunbury-on-Thames, passed Part 
of the Institute of Cost and 
anagement Accountants exam- 
! ination in May 1972... won 
“first. place, and the coveted 
“` Roland Dunkerley Memorial Prize, 
The School of Accountancy’s 
-record of awards in the major 
professional examinations is out- 
standing. Among the hundreds of 
passes in these examinations, 
- SOA students score consistently 
high marks, frequently carry off 
the biggest prizes and the most 
` important awards. 
` The suecess of an SOA course 
comes from (he special attention 
fat 29 given to each student. 
Qualified tutors, each a specialist 
in his field, are assigned to guide 
“the student through the carefully 







planned study material and culti- 
vate inthe student the confidence 
that comes from a sound know- 
ledge of the. subject. To the 
student, SOA. courses are mean- 
ingful; worthwhile, interesting — 
and they work! 

School of Accountancy have 
sufficient confidence in their 
courses. themselves to give a 
guarantee of successful tuition: 
once you've enrolled, tuition 
continues, At mo extra charge, 
until you are successful. This gives 
you the kind of security that helps 
you to give all your concentra- 
tion to the subject you're studying. 

No matter what your speci- 
ality, SOA has the course that will 
enhance your status, improve your 
salary, speed. your promotion. 
Write today for FREE details 
and read about how SOA will 
help you to qualify for success. 


[ SEND FOR FREE DETAILS TODAY! | 


SEND FOR FREE DETAILS TODAY! 


To: School of Accountancy & Business Studies, 


121 Regent House, Stewarts Road, London SW84UJ (Tel 622.9971) or 
` Regent House, 341 Argyle Street, Glasgow G2 8LW (Tel-041-221 2926) 


viam interested in: 


(subject or examination) — 


__ {PLEASE PRINT) 





dMemiber of the Association of British Correspondence Colleges, 


| 
-l 
| 
cum | 


| Accredited by the Council for the Accreditation of Correspondence Colleges. 











Revenue Law 


comprising 






Income Tax; Capital Gains Tax; Corporation Tax: 
Estate Duty; Stamp Duties: Tex and Estate 
Pianning 

by BARRY PINSON, LL:B. 

of Gray's Inn, Barrister 

Fellow of the Institute of Taxation 

and including a Section om Value Added Tax 
by JOHN GARDINER, MA. LL.B. | $ 
of the Middle Temple and Lincoin's inn, Barrister 
SIXTH EDITION 























Taxation in the United Kingdom takes on a new look 
in April 1973 and this edition of Pinson, which remains 
the only textbook treating the whole of revenue law 
in a single volume, is devoted to.the law as it applies 
in and from the year 1973-74, although the earlier 
system is dealt with so far as is necessary to GE 
the new system. : 














The book is now in five parts. Part 1 deals with- 
taxes on income and capital.gains and fe in four 
divisions dealing respectively with the taxation of the 
income of non-corporate bodies; the taxation of 
companies; the taxation of capital gains; and ad. ` 
ministration, assessment. and back duty. This part 
leads on to Part 2 on estate duty. Part 3 states the ` 
principles of stamp. duties. Part 4 deals with value 
added tax and Part 6, entitled ‘Tax and Estate Planning’, 
offers the reader a glimpse of the kinds of problems 
which commonly arise in practice in connection with ` 
gifts, settlements, arrangements on divorce ` and 
separation, wills, pension schemes, golden han 

shakes, etc. E 
























The subject is presented: in a form which. not only ; 
enables the book to be used as a textbook for profes- 
sional and university examinations, ‘but also to be of 


vaiue to the practising lawyer or accountant for concise 
and immediate reference, ; 















1972 Bound £6-50 net 


Paperback: £4-25 net. Postage extra 







Sweet & Maxwell 
Mail orders: North Way, Andover, Hants 


Bookshop: F 
116 Chancery Lane, London WC2A 1PP 















ESTATE DUTY 
PLANNING 
1972 


The charge to duty after the Finance Act 
1972. Planning principles, gifts, settlements, 
_ insurance, companies, partnerships, practical 
points. — 


BIRMINGHAM 7th NOVEMBER 


` APPLICATION 

To Conventional Wisdom, P.O. Box 2 
Shipston-on-Stour, Warwickshire 

Please reserve... places for the ESTATE DUTY 

LONDON on 14th NOVEMBER 


Tone any tet “BIRMINGHAM on 7th NOVEMBER 





"A Cheoue e SE for E. being £15 per head for each 
person attending. 








Stone ER Ae 





GR e E Ee gg 


` *delete whichever is inapplicable 


AUTUMN 1972 
ONE DAY CONFERENCES FOR PRACTITIONERS 
IN LONDON AND BIRMINGHAM ` 


SHARE VALUATIONS x 


FOR 


ESTATE DUTY 


AND Og | 
CAPITAL GAINS TAX | 


What is a share? The law relating to open . 
market valuations and to assets valuations, 
presentation and negotiation of valuations. ` 


BIRMINGHAM 6th DECEMBER 


LONDON 14th NOVEMBER LONDON 14th DECEMBER 
SPEAKERS 
F. A. BEVIS, MA. LL.B. A.C.A. B. W. SUTHERLAND, F.C.A. 


VENUES 
THE LITTLE SHIP CLUB, BELL WHARF LANE, LONDON EC4 
THE STRATHALLAN HOTEL, 225 HAGLEY ROAD, BIRMINGHAM 16. 


TIMES 
COMMENCE 9.45 a.m. 


CLOSE 5 p.m. 


Inclusive of course documents, coffee, lunch and tea £15 for each conference 


APPLICATION 
To Conventional Wisdom, P.O. Box 2 
Shipston-on-Stour, Warwickshire ; 
...places for the SHARE VALUATIONS 
EE SS _ LONDON op 14th DECEMBER ` 
` BIRMINGHAM on 6th DECEMBER 


Please reserve... 





A cheque is enclosed for E. 
person attending. 


being £15 per head for each 


Signed o 3: 

EE Let ea 
` E EEN 
-Names of persons attending : 





* delete whichever is = applicable 
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PROFESSIONAL NOTICES 


Ropert BENNETT & PARTNERS, Char- 
tered Accountants, of Bristol, announce 
that Mr ALASDAIR YOUNG, a.c.a., has 
Þecome a partner of the firm from 
October rst. 


COOPER BROTHERS & Co and COOPERS 
-& LYBRAND announce that they have 
admitted Mr Francis Brian Hayes into 
partnership i in London. 


= Cooper Broturrs & Co and Coopers 
x LYBRAND announce that they have 
admitted Mr MARTIN ANTHONY JOSEPH 
Fox into partnership in Rotterdam. 


` Cooper BROTHERS & Co and COOPERS 
& ‘LYBRAND. announce that they have 
admitted: Mr REGINALD ABRAHAM MENGI, 
Mr Goprrey SHILETIKWA Urasa and Mr 
ANDREW Bruce. KENNELLY into partner- 
ship in Tanzania. 

COOPER BROTHERS & Co and Coopers 
& LYBRAND announce that they have 
admitted Mr Perer LioneL WALTHER 
Recorpon and Mr AKBAR ANSARI into 
partnership in Iran. 


Farr, Rose & Gay, Chartered Ac- 
countants, of Africa House, 64-78 Kings- 
‘way; London WC2B 6DA, announce the 
‘admission to the partnership with effect 
from October ist, 1972, of Mr S. A. Č. 
“PULLING, A.C.A. 


Mr Geraro B. HARRIS, F.c.a., of 5 and 
6 Staple Inn, Holborn, London WC", 
announces that his practice merged with 
that of Pop ocx & Co, Chartered Ac- 
countants, of 8 Staple Inn, Holborn, 
London WC", on October 1st, 1972, and 
he has become a consultant to that firm. 





JOHN FOORD & 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Hopa Vast Cuowpuury E Co an- 
nounce the formation on September 15th, 
1972, of a new partnership practising in 
Bangladesh. The partners are Mr K. K. 
Hopa, F.c.a. (formerly of A. F. FERGUSON 
& Co) and Mr M. A. Vast, A.C.A. (for- 
merly of Hyper Burmjee & Co) both of 
whom will be resident in Dacca at 
Ispahani Building, 14-15 Motijheel Com- 
mercial Area; mail address PO Box 300; 
telephone 242808; cables BALANSHEET, 
and Mr A. K. CHOWDHURY, A.C.A. 
(formerly with A. F. FERGUSON & Co) 
who will be resident in Chittagong at 
Spencer’s Building, Sheikh Mujib Road; 
mail address PO Box 512; telephone 
81550. 

KINGSFORD, GARLANT & Co and 
SIMMONS, SLOWMAN & Co, Chartered 
Accountants, of 23 Essex Street, London 
WC2R 3AW, announce that Mr Davin 
R. Cox, F.C.A., was admitted to partner- 
ship in the joint firms on October rst, 
1972. 

MIDGLEY, SNELLING & Co, Chartered 
Accountants, announce that Mr K. J. 
NICHOLLS, A.C.A., and Mr S. A. SILCOCK, 
A.C.A., both senior members of the staff, 
have been admitted to partnership in the 
firm with effect from October rst, 1972. 


MIDGLEY, SNELLING & Co, Chartered 
Accountants, Isle of Man, announce that 
Mr R. L. D. TUCKER, A.C.A., has been 
admitted to partnership in the firm with 
effect from October rst, 1972. 

Myers, CLARK, Birkerr & Co, Char- 
tered Accountants, of Star House, 
Clarendon Road, Watford, announce 
that as from October ist, 1972, Mr 
P. J. L. CASE, Soa, retired from the 
partnership, the remaining partners, 
Messrs P. E. BrayBROOKE, F.C.A., and 
P. J. McGucuan, F.c.a., being joined in 
partnership by Messrs R. S. Driver, 
A.C.A., and J. SCOTT, F.C.A. 

Peat, Marwick, MITCHELL &. Co 
announce that Mr D. H. ADLER, A.C.A., 
has been admitted ás a partner in their 
Norwich office with effect from October 
Ist, 1972. 

Rocers, Bower & Co, Chartered 
Accountants, announce -that Mr PETER 
R. S. WILLIAMS, A.C.A., withdrew from 
the partnership on September 30th, 1972, 
and that Mr Wittiam H. THOMAS, F.c.a., 
joined the partnership on October ist, 
1972. The practice continues to operate 














































from its offices at Liverpool and Birke 
head. 


SCHOFIELD KERNON & Co, Chartered 
Accountants, of 16 John Street, Lond 
WC1, announce that with effect from 
October Ist, 1972, Mr Barry Kern 
A.C.A, and Mr TAN SPRING, A.C.As, hi 
joined the partnership. The name an 
style of the firm remain unchanged. 


APPOINTMENTS 


Mr Adrian Bazar, F.c.A., manag 
director of the food division of ‘Dalge 
has been appointed a member of th 
Dalgety (UK) board. 

Mr Allan A. Brent, POLS., FeTaa.. 
been appointed managing. director 
Industrial Midlands. Investment T 
Mr Brent.is a Council member of th 
Chartered Institute: of Secretaries - 
Administrators. and of the Institute 
Taxation, of which he is a past Presid: 
For the past four years he has bi 
managing director of Bathford & 
burndale. 

Mr Geoffrey T. Moxey, a.c.m.a., hi 
been appointed secretary of Wellma 
Gas Engineering. Mr Moxey, who is ¢ 
present chief accountant, will retain 
overall responsibility for account ma 
















Mr G. T. ‘Moxey 


Mr David W. B. Walker, A 
group chief accountant of Ben Line 
been appointed a director of Ber 
Containers. 

Mr W. W. Fea, RCA, das be 
appointed chairman ‘of the Birm ngham 
local board of Old Broad Street Se: 

Mr John C. Gibbons, ps 0 
A.C.M.A., has been appointed director 
finance of Unbrako European Divisior 

Mr Rex N. Inman, rc.a., has’ beet 
appointed manager/corporate planning Oo 
Pegler-Hattersley. 

























01-262 2473-8 













’ OBITUARY 
George R. Freeman, C.B.E., F.C.A. 
i 1875-1972 


-The death occurred last week, in his 
-98th year, of Mr George Robert Freeman, 
DP, ¥.C.A., President of The Institute 
-of Chartered Accountants in England and 
“Wales in 1925-26. He was not only the 
enior surviving Past-President of the 
Institute, but also its senior member, 
having celebrated the 75th anniversary of 
his admission earlier this year. 

George Freeman enjoyed what was, in 
every sense, a remarkable career. Articled 
in. 1891, at the age of 16, to the late W. G. 
Jefferys, he was awarded honours in the 
Final examination of December 1896 and 
admitted to membership of the Institute 
‘in the following February. The whole of 
his long professional career, from 1891 

to his retirement from active practice in 
1956, was spent with the firm founded by 
two former Deloitte men, John Gane and 
Herbert Jackson, in 1870, and whose 
name ~ following his own admission to 
partnership in too? — was changed to 
Gane, Jackson, Jefferys and Freeman 
(now Gane, Jackson and Walton). He 
became a Fellow of the Institute in 1909 
and a member of its Council in 1915. 
He rendered distinguished service as a 
member of Council for more than 40 
eats, including the offices of Vice- 
President in 1924-25, President in 1925- 
26; and chairman of the Examination 
Committee for the years 1922 to 1931. 
He represented the Institute at the 1924 
Anniversary Congress of Accountants in 
o St Louis, USA, and at other occasions in 
_ Canada in 1936 and 1939. He was 
< elected treasurer of the Chartered Ac- 
_ eountants’ Benevolent Association in 
1922 and its President in 1935. 
_ Amongst his other professional duties, 
_ Mr Freeman manifested a keen interest 
an the training of articled clerks, and 
- played an active part as chairman and 
lecturer at many students’ meetings. His 
paper ‘A miscellany of frauds and 
defalcations’, delivered originally to the 
Chartered Accountant Students’ Society 
of London and subsequently reprinted 
both in The Accountant for June 6th, 1931, 
and in booklet form, was a classic of its 
. day and a most valuable distillation of his 
experience; at least one major insurance 
= company reputedly ordered 5,000 copies 
of the booklet, for the guidance of its 
















































after he had borne throughout the Second 
World War the onerous dual burdens of 
senior Past-President on the Council and 
senior partner on his own firm, he con- 
tinued to display a close acquaintance 
with such complex statutes as the Com- 
panies Act of 1948; it seemed incredible 
to realize, even then, that he was himself 
a student whilst the original 1862 Act 
remained in force. Some men, in their 
seventies, would have been content to 
leave the minutiae of current legislation 
to younger minds, but that was not 
George Freeman’s way. 

An abbreviated account of Mr 
Freeman’s career was published in The 
Accountant for February 3rd, to mark his 
75 years as a member of the Institute. It 
was wholly typical of him that the publi- 
cation of this well-merited tribute should 
have called forth a prompt and courteous 
acknowledgement. 


NEW UNIFIED TAX SYSTEM 
Inland Revenue Booklet 


The Board of Inland Revenue have pro- 
duced a 12-page booklet on the new 
unified tax system which is to come into 
effect on April 6th, 1973. Copies are 
available, free of charge, on request from 
any office of HM Inspectors of Taxes. 
Its reference number is IR.19. 


BIG DEMAND FOR VAT FILM 


Many bookings are being received by the 
Central Film Library for VAT Special, 
the 35-minute colour film on value added 
tax produced by BBC Television, and 
available on free loan. More than 300 
bookings had been made within five days 
of the film being shown on BBC 1 on 
September 24th. 

Produced by Paul Ellis, who will be 
remembered for his work on the Hardy 
Heating series, the new film contains a 
detailed account of the VAT system, an 
explanation of who has to register and 
when, and an outline of accounting 
procedures. 

Michael Barratt, who introduces the 
programme, discusses various aspects of 
the new tax with Mr R. W. Radford, 
Deputy Chairman of the Board of HM 
Customs and Excise, and Mr R. Plummer, 
a chartered accountant. Dutch traders 
discuss their experience of the intro- 
duction of VAT in the Netherlands. 


FULLER PEISER & CO 


CHARTERED SURVEYORS 


Serrurier 





branches and agents. Later in life, even 





` The Central Film Library are making 


every effort to meet all requests for the 


film, but early booking is advised. Appli-. 
cation should be made to the Central 
Film Library, Government Building, 
Bromyard Avenue, London W3 7JB, 
quoting catalogue No. UK 2703. 


ASSOCIATION PRESIDENT'S 
WORLD. TOUR 


On Wednesday of last week, Mr A. W. 
Nelsen, F.c.c.a., President of The Asso- 
ciation of Certified Accountants, accom- 
panied by Mrs Nelson, left on the first 
stage of his journey to represent the 
Association at the Tenth International 
Congress, 

Before arriving in Sydney, Mr and 
Mrs Nelson will visit the Association’s 
overseas branches in Jamaica and Mexico. 

Following the conclusion of the Con- 
gress, they still continue their world tour 
with visits to the Association’s overseas 
branches in Singapore, Hong Kong and 
Beirut. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 


Re-admissions to membership 


The following re-admissions to member- 

ship under clause 23 of the Supplemental 

Royal Charter have become effective: 

Tamjid Hossain Basunia, A.C.A., 2 West- 
croft Gardens, Morden, Surrey. 

Peter Edward Brown, F.c.a., 196 Sheen 
Road, Richmond, Surrey. 

Tan Alastair James Crawley, a.c.a., 24 
Stirling Close, Windsor, Berks SL4 
4PW. 

Anthony Nigel Clifton Griffiths, a.c.a., 7 
Winnie Street, Cremorne, New South 
Wales 2090, Australia. 

Arthur Spencer Howell, A.C.A., 12 King’s 
Close, Wilmslow, Cheshire. 


ACKNOWLEDGEMENT 


The article ‘A Place in the Sun’ by D. G. 
McDonald Allen, which appeared in The 
Accountant for August 24th, included 
material drawn from Guides to European 
Taxation published by the International 
Bureau of Fiscal Documentation, to 
which unfortunately there was no 
acknowledgement. With the author, we 
desire to express our regret for. this 
oversight. 
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“Make your 
short-term money 
work overtime y wt 


Funds you have available short-term—even just overnight— 
can be put to work by Gilletts, and profitably for you. We have 
been London money-market dealers for over a hundred years, 
and we make markets in Sterling and Dollar certificates 
of deposit and Government Bonds and Bills. 

In association with the Kirkland-Whittaker Group, leading 
brokers in sterling and eurocurrency deposits, we offer a 
complete money market service. 


Gillett Brothers 


Discount Compan 






5 Cornhill, London E EOV A app 
Telephone 01-283 3022 Telex: 887103 


The market makers 


Associates; The Kirkland-Whittaker Group Limited, St. Alphage House, Fore St, EC2Y 5JH. Telephone. 01-638 9354. Telex: 383499. 


E 
AUCTIONS and VALUATIONS I 


of 


FACTORIES, PLANT and MACHINERY | 











Henry Butcher & Co 
59/62 HIGH HOLBORN, LONDON WC1V GEG 
Telephone 01-405 8411 


NORTHERN OFFICE: 33 SALTAIRE ROAD, SHIPLEY, YORKS BD18 3HH 
Telephone Shipley (STD 0274) 57444 









































2 He runs off to | 4 





with the profits ` 


and where does that 


H 
V 
H 

H 


~ leave you? 


It doesn’t happen often, but a lot 
of silly things can affect shares 
just when you want to sell. 

That’s why, if you’re wise, you will 
have invested at least part of your 
portfolio in the Leicester Permanent. 

Where it’s safe as houses; earns 54% 
interest — with income tax paid by the 
Society; and is readily available when 
you need it - no matter what the world’s 
coming to. 


Leicester Permanent 











Leicester Permanent Building Society . Head Office: Oadby, Leicester, LE2 4PF 
London Office: 49 Park Lane, W.1. - City Office: 66 Gresham Street, E..2, 
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Principals with the 
responsibility for training 
| newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 








All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 


Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


| 

| 

| 

| MORE THAN 45,000 PASSES and 
: MORE THAN 1,400 DISTINCTIONS 
| MEDALS and PRIZES 

| 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES 

e EE Poe ee For students who wish to participate in linked oral 
Or i u e n tet 

College (A1), St Albans, or CALL at the London Advisory and correspondence tution, the Luton College of 
Office, 30 Queen Victoria Street, London EC4N 4SX Technology and Metropolitan College now offer 
(01-248 6874). After office hours (5 p.m. Monday-Friday} these facilities. Please write to: Metropolitan 
telephone messages are recorded electronically. College for details of various courses available. 





Metropolitan College, St. Albans 
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Towards a European Capital Marke 


HE integration of the economics of the member 

countries of the European Economic Community is 
not likely to proceed at quite the pace that those who 
conceived the Community might have wished. Neverthe- 
less, progress is being made and, in the longer run, a 
‘complete unification of the currency systems and capital 
_ markets of the Community is inevitable if the objectives 
of the Rome Treaty are to be realized. It therefore behoves 
_ all those concerned in the negotiations towards integration 
to start examining the basic problems and to consider how 
the more obvious difficulties in the way of integration may 
best be surmounted. 
-The conference on the integration of European securities 
markets organized by the London Stock Exchange in 
Brussels last week provided a good illustration of the above 
` point. A major element in the process of integration is a 
unified and efficient .capital market. At present, all of 
the current and prospective member countries have their 
own financial centres and it will not, to put it no more 
strongly, be an easy task to weld this diverse structure into 
a unified system. What is wanted is a unification of rules 
and procedures which will enable the various national 
centres to function freely within an integrated market 
from which barriers and restraints are conspicuous by their 
absence. 

In the light of present conditions it is clear, as Mr Martin 
Wilkinson, Chairman of the London Stock Exchange, 
observed, that it cannot be assumed that London would 
automatically dominate such a structure. It is perfectly 
true, as M Dominique Demain, Deputy Chief Editor of 
L Echo de la Bourse, reminded his audience that London’s 
` entre into the Community would greatly affect the future 


_ development of any such capital market; London’s drawing 


power as a financial centre was beyond dispute. On the 
other hand, its pre-eminence in the new Europe could not 
be achieved in a day, not least on account of the amour- 
~ propre in some countries of the Community. 

` Against the flexibility and experience of London, the 

























capital markets of Europe had their own ‘certain comm 
heritage’. In the circumstances, argued M Demain 
‘London must make an effort to understand the rest 
Europe, otherwise in the end there will be no assimilatio: 
but, instead, the formation of separate blocs’. Nevertheless 
it was for Europe to recognize the contribution whic! 
London could make to the common goal. For examp! 
in terms of the 1,400 new issues made annually in London. 
the corresponding figure for the rest of the Communit 
financial centres made them look like a ‘poor relatio 
Not any less significant in the development of London | 
been the ‘liberal atmosphere’ and the absence of an 
‘dirigiste climate’. 
Mr W. S. Wareham, Head of the London Stock Ex 
change Quotations Department, made a similar poin 
when describing the characteristics of any future Europea! 
market. He emphasized the need to determine how the 
Community wished to finance its industrial and economi 
development before fixing the structure of any capita 
market. Did the Community wish to finance its industries 
through the operation of an open stock-market as in Britain 
or did it contemplate a more directed and Government 
controlled system, as in other centres? 
It is self-evident that if the conduct of business withir 
such an integrated market is to develop, then there is. 
urgent need to ensure among other issues a measure o 
harmonization in the matter of disclosure, In this respec 
Britain is better placed than the other Community countries, 
and Mr Wareham stressed that disclosure should provide 
‘not merely a mass of statistics, but a genuine financia 
picture’. It was, in his opinion, ‘to be regretted that the 
Fourth Directive on company accounts did not giv 
sufficient regard to the adoption of the “true and fair 
view nor to the need for consolidation of accounts’. There 
had also to be, claimed Mr Wareham, freedom for the — 
authorities to demand more, as is the case in London, than. 
the laid-down minimum information required by legislation. 
` Some indication of the long road to integration that lies — 











ahead of the negotiators was provided by Signor Ugo 
‘Mosca, Director-General of the EEC Commission on 
Monetary and Economic Affairs. He noted that important 
differences in the tax structure of the member countries 
precluded quick agreement on means of harmonizing their 
capital markets. On the other hand, such matters together 
‘with proposals for unifying the basis of company reporting 
and prospectuses were already under discussion. It will be 
interesting to see whether these discussions will prove any 
easier than those on the structure of exchange rates, fixed 
or flexible, and freedom of capital movement. Without 
„agreement on these preliminary matters, there can be no 
effective basis for a genuine Community capital market. 
` "There is no question, as was abundantly clear from all the 
speakers at the Brussels conference, of the role which 
London could play in the future within the Community’s 
financial structure. It is also self-evident that without a 


complete and efficient integration, Europe will find itself 
at a disadvantage vis-&-vis the United States of America 
and Japan. On the other hand, human nature being what 
it is, the negotiations will not be easy. There will be many 
obstacles, not least that which M Demain described as 
national amour-propre. 

But, as Dr Johnson so cogently remarked, when a man 
is to be hanged on the morrow, it concentrates his mind 
wonderfully. One can only hope.that, with the full im- 
plications of both success and failure in the negotiations 
within the enlarged Community before them, the negotia- 
tors from each member country will concentrate upon 
ensuring that economic efficiency will take preference 
over factional considerations. This has not always happened 
in the past, nor will it always happen in the future. One 
must hope, however, that the lapses will be on the less 
important issues. 


Controlling Pay and Prices 


“HE tri-partite talks between the Government, the 
| Confederation of British Industry and the Trade 
‘Union Congress can now be regarded as a continuing 
dialogue. The main obstacles to agreement are well known 

d, in the light of those difficulties, it is a matter for 

irprise that Monday’s communiqué should refer to the 

yossibility of agreement at the next meeting scheduled 
for the 26th of this month. 

The fact that Monday’s talks were apparently concen- 
trated largely on the means of regulating and controlling 
-pay and prices does not mean that agreement on policy 

n terms of ceilings had already been reached. In a sense 
“it can be argued that the three parties to the discussions 
“were well advised to concentrate on the means of carrying 
through a policy of voluntary control, if only to bring home 
-the simple fact that the task is virtually insuperable. 

"Nor can the talks have been helped by Mr Clive Jenkins’s 
assertion that his members would not be bound by the 
-Government’s ceiling and, in any case, his union like every 
other, was not yet ready to transfer the function of wage 

egotiation to the TUC. It is just as well that the public 
were given this reminder that the TUC is in no position 

o dictate to its member unions — any more than it has a 
-mandate from them to negotiate matters of pay. 

Quite as interesting as Monday’s communiqué after the 
‘talks were the views of the Prime Minister as outlined to the 
Conservative Party conference at the week-end. There has 
been a very significant shift in Mr Heath’s thinking on the 
‘role of the trade unions and, given the present situation, 
-his open invitation to co-operation is shrewd enough. 

If ever the trade unions were anxious to find some 

accommodation with the Government, that time is now. 
Every trade union leader worth his salt must know what 


will happen if the present inflation is not checked. On the 
other hand, the union leaders must carry their members with 
them and, as recent experience has shown, the gulf between 
union leadership and the shop floor provides ample scope 
for the militants. For all the condemnation of a statutory 
pay policy, it would be surprising if some union leaders 
would find it quite so objectionable as is made out. 
Furthermore, Mr Heath has certainly timed his approach 
to the unions very well. Just how far public expectations 
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‘businessman and Buff Orpington fancier, 
‘is happy to report:—“T'll never be at the 

“mercy óf a credit squeeze again because I’ve 

` stopped putting all my eggs - financial and 

` otherwise ~in one basket. Shield are my 

shield, so ’ve really something to crow 


about!” 


Why Shield Factors? 


Prudent men do not rely on a single 


source of supply for the materials 
vital to their business. 

“And nothing is more vital than 
money!” roundly declares Percy, the 
Cash Flow Club’s newest member. 
“That’s why Dec come to an 
agreement with Shield Factors. The 
way Shield apply this modern 
technique of factoring provides me 
with a permanent buffer against 
repeated credit squeezes and 
cut-backs in bank lending. 

“Shield do not pick and peck at an 
agreement once it’s agreed. So now in 
addition to my overdraft I’ve a source 
of funds the stability of which is 
maintained throughout the life of my 
Shield Agreement.” 


Meet some prosperous members of 
Shield Factors’ ‘Cash Flow Club’ 


Prudent 








your sales to approved accounts — and 
you enjoy an assured, agreed and 
regular in-flow of funds, the amount 
being dependent only on your sales. 
In short, you are. a member of the 
“Cash Flow Club” and so enjoy other 
solid advantages too. 

For example, bad debts are 
abolished because we take the credit 
risk. And as you have only one 
account — “Shield Factors” — you 
have no account collection costs. Your 
account rendering ends and sales 
ledger keeping costs almost vanish. 


This is what happens Export factoring by experts 


Our service provides you with a 
guaranteed call on cash before 
payment would normally be due to 
you from your customers. In practice 
this means that we take over all the 
trade debts currently due to you, and 
make available to you a substantial 
percentage of them in cash. 

Thus we equip you with an extra 
valuable asset by releasing tied-up 
money to you immediately. 
‘Thereafter cash is “on tap” against 


We explained all this to Percy in 
his office which, appropriately 
enough, is in London’s famous 
theroughfare, Poultry E.C.2, and he 
raised the matter of exports. We were 
able to assure him that all these 
benefits — and more — were available 
to exporters through our membership 
of Factors Chain International. Our 
associates deal with an exporter’s 
customers in their own language 
and in accordance with the 
















customers’ own familiar commercial 
practices. 

As a first step to becoming a 
Shield Factors client yourself, please 
send for further information, The 
chances are you’ll find we're birds of a 
feather! 


Details of Shield’s service are 
given in this comprehensive 
booklet, a copy of which is 
waiting for you. 

Write or phone (asking for 
the Development Manager) 
and it will be sent to you 

by return. 


Shield Factors Ltd 
Owned by N. M. ROTHSCHILD & SONS LTD 
ANGLO-AFRICAN SHIPPING CO (S.A.) LTD 
C. T. BOWRING & CO LTD 
EAGLE STAR INSURANCE CO LTD 
INDUSTRIAL & COMMERCIAL FINANCE 
CORPORATION LTD 
KLEINWORT BENSON LTD 


Plantation House 
Mincing Lane, London EC3M 4LE 
Telephone: 01-623 370% 


SEA SRST ICE TEU 
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the Secretary. 


WHY DEAF CHILDREN 
NEED YOUR 
CLIENT'S HELP 





ged think what it means to be deaf. Particularly to a 
child. 

It cuts them off from other children. It removes them 
from the rough-and-tumble of childhood. It makes it 
hard for them to speak, let alone to hear. 

The National Deaf Children’s Society does what it can 
for deaf children. It helps the parent as well as helping 
the child. It institutes Research. It deals with all 
Government Departments and with Local Authorities 
over the special needs of Deaf Children. 

All this — and much more besides ~ costs money. When 
you have occasion to give advice about Covenants or 
Legacies, please remember us, and our children. 

And you might like to give just a little bit, yourself. 


THE NATIONAL 
DEAF CHILDREN’S SOCIETY 


Patron: H.M. Queen Elizabeth, The Queen Mother. 
Gloucester Place. London Wi. 


The British Association of Accountants 
and Auditors 


Established 1923 


Licentiate membership is available to persons not less than 25 years 
of age who have had a minimum of 7 years approved accountancy | 
experience. Graduations to associateship is by examination. 

A syllabus containing the Objects and Qualifications for Membership 
and particulars regarding the examinations can be obtained from 


The British Association of Accountants and Auditors Limited 
Stamford House, LONDON W4 1TP 





Limited 
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have been buoyed up by the spectacle of the Chequers 
discussions is debatable. But there is no corresponding 
‘doubt as to the mood of the public if it should gain the 
impression, rightly or wrongly, that it is the intransigence 
of the unions that has prevented the country from achieving 
a slow-down, if not a halt, to the inflation. 

Thus, while it will be remarkable if the next talks at 
Chequers produce an acceptable compromise, the ac- 
ceptance thereof by the two sides of industry will owe 
less to the economic merits of any such scheme — which 
are likely to be slight — than to the pressures of public 
opinion and their own genuine desire to find some way 


What the Government is looking for is clear. It needs. 
desperately the success of an agreement that, at least for the — 
next twelve months, offers some hope that the momentum 
of the inflation can be slowed down. To go into Europe ` 
with the present inflationary pressures unchecked could be 
disastrous for the balance of payments and, more important, : 
for the level of unemployment. l 

It will be the realization of the consequences of failure ` 
that could produce some compromise on the 26th. The- 
difficulties are such, however, that it will come as no sur- 
prise if by the New Year there is statutory control of ` 
incomes. And that could generate even more difficulties 













out of the present impasse. 


for the Government. 








Professions at Risk in EEC 


ERIOUS dangers are facing the 

accountancy profession in the UK 
on entry into the EEC, according to 
Mr E. H. V. McDougall, Secretary 
of the Institute of Chartered Ac- 
countants of Scotland: 

‘We have to say, quite firmly and 

bluntly, that our Institutes just will 
not stand for allowing our respective 
qualifications to be treated as un- 
acceptable within the European Com- 
mon Market, or to be treated as 
acceptable only under some backdoor 
transitional provisions. We want a 
directive which will put this right, and 
I think we have got that message over; 
but we have a long way to go before we 
can persuade the draftsmen of the 
directive what precisely needs to be 
done. 

‘The standards proposed in the 
draft directive which a working party 
of the EEC Commission has prepared 
would exclude virtually all the mem- 
bers of the British and Irish account- 
ancy profession from being qualified as 
auditors. The reason for this, I 
believe, is that we in this island, and 
the Irish in the other island, are 
different from most of the other 
countries in the EEC in our thought as 
to what is a profession and what is a 
professional man. To us the essential 
of being a professional man is that one 
has gained a professional qualification 
in accordance with the requirements of 

the appropriate professional body, 
that one is a member of that body and 
is subject to its discipline. 

‘It may be that, somewhere along 





Mr E. H. V. McDougall 


the line, one may have obtained also a 
university degree or some other kind 
of diploma of an establishment of 
further education, but it is the pro- 
fessional qualification in itself by 
which one’s professional status stands 
or falls. On the Continent generally, 
things are a bit different, in the sense 
that the State plays a much greater 
role in these matters; and the State 
tends to regard a university education 
as being essential before anybody 
could be considered professional.’ 

Mr McDougall also warned British 
accountants against relying implicitly 
on the proposed transitional provisions 
in the hope that they ‘would be all 
right’; this was by no means certain. 
The transitional proposals would bene- 
fit only those accountants who had 
been ‘lawfully and continuously’ en- 
gaged as auditors — not as tax advisers 
or in any other capacity — for a mini- 
mum period of ten years in the case of 






























holders of relevant degrees (defined 
by Continental standards which were 
not applicable in the UK) and 15- 
years for other persons. It would al 
be impossible for anyone to be a 
mitted as an auditor under the age o 
25 years, and the path to qualification. 
(apart from the transitional provisions). 
might take anything from seven to. 
eleven years, ES 

‘Up until now’ he said, ‘the pro 
fession has tended to offer advice to. 
Ministers and government depart 
ments as to what should be done, an 
has left it to the politicians to decide. 
because we do not want to invol 
ourselves in party politics. But. that 
attitude, on the matters which I have. 
been talking about, may well have to 
be changed. It is not the livelihood 
of politicians which is at stake, nor 
that of civil servants: it is ours, anc 
we have got to fight for it.’ 

Similar views to those of Mr 
McDougall were expressed last wee 
by the President of the 45,000-strong 
Institute of Chartered Secretaries and 
Administrators. Speaking to members 
of the Birmingham branch of the 


Mr Alfred Purse 











"LB, F.C.1.S,, said: 

_ *The accountancy profession is al- 
ready participating in work which will, 
we hope, bring the rules regarding 
company accounts in Europe nearer 
o our own high standards. Other 
‘professions will also have their prob- 
lems and opportunities as we join 
` Europe, and I am sure that they are as 
"busy as we are in studying the work- 
ings of the EEC authorities so as to 
` advise their members and safeguard 
_ the professional and business standards 
_ of Britain of which we are justly 
proud. 

S ‘One difficulty which we all, I 
think, have in common is that the 
_ concept of a professional association is 
_ not well understood on the Continent. 
- I believe I am right in saying that in 
‘most, if not all, of the countries of the 
existing Community, an entirely dif- 
ferent system exists. Believing as I do 
_ that our way of regulating affairs has 
` served us well, I hope we will all be 
oncerned to do what we can to ensure 
‘that it will be preserved and may even 
_ be found acceptable to our new 
` partners. This is an area in which I 
Suggest there is scope for concerted 
` action’. 
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Progress on Accounting 
Standards 


Ei appears to have sunk from 
Luten, but its corpse is still 
floating about’. With this vivid 
imagery, Mr J. M. Renshall, M.A., 
C.A, Technical Director of The 
nstitute of Chartered Accountants in 
` England and Wales, last week intro- 
_ duced a brief summary of the progress 
made by the Accounting Standards 
_ Steering Committee. Unfortunately, 
he said, the underlying hypothesis 
of ED3 had been challenged on legal 
` grounds, and the ASSC was ‘not yet’ 
in a position to bring about a direct 
_ change in the law. 
_ The proposals in ED6 for taking 
“profit on long-term contracts (The 
Accountant, May 18th) had proved 
¿particularly controversial, and more 
comment had been received on ED6 
than on any of its predecessors. Dis- 
cussion papers had appeared on two 
other subjects — inflation accounting, 
and the imputation system of cor- 
poration tax — and there was a 
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CIS, the President, Mr Alfred Purse, ` 





possibility of an exposure draft on 
inflation accounting being published 
(as 
Accountant for September 21st) later 
this year or early in 1973. 

Of other topics in the ASSC’s 
‘shopping list’, work on ‘Depreciation’ 


was well advanced; ‘Research and 


development’, on the other hand, was 
‘a fair way down the line’, and work 
had not Jong been started on. this 


subject. Treatment of ‘Goodwill’ was- 


proving, in Mr Renshall’s words, 


‘highly contentious’, and it was not yet- 


possible to suggest any likely publica- 
tion date. 

Three of the ASSC’s earlier pro- 
nouncements are, of course, already 
established as statements of standard 
practice. Mr Renshall was speaking to 
last week’s conference of members of 
the London and District Society of 
Chartered Accountants. 


Uniform International 
Accounting 


N international effort to make 
corporate financial reporting more 
consistent among the major countries 
was urged by Mr Walter J. Oliphant, 
C.P.A., immediate Past-President of 
the American Institute of Certified 
Public Accountants, speaking in Mel- 
bourne last week. Widening world 
trade patterns, he said, had created the 
need for a common financial language, 
and he called for a higher degree of 
uniformity in the preparation of 
financial reports to investors than now 
exists. One way of achieving this, he 
suggested, would be an ‘effective 
international secretariat of accounting’. 
Another reason for such har- 
monization, Mr Oliphant said, was 
that the generation and use of capital 
was becoming increasingly inter- 
national. While the United States had 
been the world’s primary source of 
capital, the European Common Market 
would assume that role when it 
expanded next January. The Japanese, 
too, now generated more capital than 
they could effectively utilize at home. 
With increased direct investments 
abroad, accounting procedures could 
no longer be permitted to vary widely 
from country to country. ‘Each of our 
professional bodies’, he said, ‘will have 
to submerge some of its individual pet 
ideas in the interest of progress, 


forecast. exclusively in The- 













Efforts in the past to work together 
must be dwarfed by our efforts in the 
months and years ahead’. 

Mr. Oliphant, who is now- in 
Australia for the Tenth International 
Congress of Accountants, was address- 
ing the Royal Melbourne Institute of 
Technology. 


Auditors and Clients’ 
VAT Records 


IN a statement on VAT records 
issued last week, HM Customs and 


Excise say that it is appreciated that. 


the duties and responsibilities. of 
auditors arise under statute or, in the 
case of audits not regulated by 
statute, under arrangements. made. 
between client and auditors. They have 
therefore informed the allied account- 
ing bodies that whilst they would 
normally expect the VAT account and 
related records to be included in the 
scope of the auditors’ work as part of 
the overall accountancy system, para- 
graph 87 of the General Guide is not 
intended either to place a special 
responsibility on auditors or to require 
them to make a specific reference to 
these records in the auditors’ report. 


VAT for Farmers 
and Growers 


ASIC facts about value added tax 

as it affects farmers and growers, 
and the new tax treatment of the 
main items of concern to the farmer, 
are dealt with in Farmers’ and Growers’ 
Guide to Value Added Tax, published 
by the National Farmers’ Union. 

It covers, in detail, registration 
and the problem of the option to 
register which may face the smaller 
farmer and grower. It explains the 
operation of VAT and the returns 
which must be prepared and sent to 
the Customs and Excise Department. 
It deals at length with record-keeping, 
and finally poses and answers some 
of the questions farmers and growers 
are likely to ask when dealing with 
VAT. While admitting that these are 
by no means exhaustive and have been 
compiled in the light of present 
knowledge, this is a valuable section 
of the guide which should provide a 


basic understanding of the require- 
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`- ments of the new tax in this specialist 


field. 


The booklet also reveals that before 


the 1970 General Election, and a year 


Ge before the Chancellor of the Ex- 


< chequer announced that VAT was to 


o be introduced, NFU leaders met the 
late Iain Macleod to discuss the 


possible agricultural implications of ` 
=the tax; and that, from the outset, the- 


` NFU. sought to ensure that if and 


when. VAT was introduced it should 
mot be levied on foodstuffs because of ` 


: “their vital importance to every family 
in the United Kingdom. The union 


therefore urged that the output of 


British farmers and growers should be 
relieved of the tax, and in 1970 began 
a long series of discussions with 
; Customs and Excise, leading to the 


decision that essential foods should be 
relieved of tax by zero-rating. 

The guide is available from the NFU 
at Agriculture House, Knightsbridge, 
London SW1, price {£1 (members 


50p). 


Business Game for 
Sixth-Formers 


NEW programme has been intro- 
duced for the sixth in the series 
of business games for sixth-formers 
organized by The Institute of Char- 
tered Accountants in England and 
Wales in co-operation with ICL. 
This latest game, which commenced 
last Monday, has attracted a record 
entry of 268 schools — public, grammar 


and comprehensive. Unlike previous ` 
competitions, those taking part in the ` 
present game are having to apply their | 
ingenuity to a more sophistica 
programme ~— one based on t 
Institute’s national management game. : 

The current game is certainly more | 
challenging and for the first time ther 
will be regional briefings in Birming: 
ham, Bristol, Leeds, Liverpool, ` 
London and Manchester with -the 
co-operation of the Institute’s district 
societies who are providing the 
adjudicators. e 

The schools will follow the battery 
of elimination until they are reduced 
to three or four teams who will pla 
off the finals for the Institute’s Silver 
Challenge Shield at the headquarters 
of ICL in London on April 13th. 


















THIS IS MY LIFE 


Sweeping Clean 


by An Industrious Accountant 


HE new chairman settled himself comfortably at the 

head of the table, like one born to the purple. He spread 
some see-through plastic folders before him and smiled on 
his co-directors. They smiled back with jokes about hot 
seats and new brooms, and waited expectantly, 

He was a little man with bright watchful eyes, and a 
record of successful leadership at home and abroad as a 
trouble-shooter and financial entrepreneur. He chatted 
- casually about turnover and costs until his listeners had 
relaxed, then asked what was our forward expansion policy. 
How come no branches in the suburbs, for example? 

The managing director answered pleasantly that the 
present store pretty well absorbed all our energies. Its 
expansion in profits, share values, and net worth spoke for 
themselves. Nevertheless, we were always conscious of the 
desirability of new enterprises . . . well, no, we hadn’t done 
any proper studies, not just recently, that is, what with 
EEC and labour disputes and so on. 

The chairman beamed his congratulations as he looked 
at our profit figures. Still, he pressed, to stand still was to 


_ stagnate; we must link normal trading revenue to asset 
` escalation. A branch would hive off some of our efficient 


middle-managers, now under-utilized, to meet new 
challenges; it would gain us more bargaining power when 
` purchasing, would economize in centralized stocks, and 
~ best of all — would get our foot in the door of real estate 
development. 


He let the discussion range wide and wild, then suggested 
that the MD might consider getting together with Scotty ` 
and others, to form a subcommittee to report preliminar 
views at the next meeting. ; 

The MD could hardly refuse without appearing obstr 
tive, but the request was so couched as to seem to put h 
in a subordinate position, diluting his authority somehow 
by bracketing him with Scotty. He acquiesced, but 
mouth tightened noticeably. 

The deputy-chairman intervened to tell of our spaciou 
new car park and transport building. The chairman con. 
gratulated him in his turn ~ then asked, or rather musec 
indeed, whether a four-storey extension wouldn’t util 
the area’s selling potential more advantageously? Dis 
counted return on investment and so on? 

The DC, always attracted by putting bricks on bricks. 
looked gratified, but the MD disagreed sharply. Such 
project would cut off the shirt factory’s access to Broac 
Street, and would deprive the cloth-cutting section o 
natural light. There would be labour repercussions . . ..no 
better not. i 

The chairman suggested that we might consider re 
locating the factory in some suitable suburb in the ney 
year; it was mad to waste valuable centre-town retailin: 
footage under sewing-machines ; perhaps we should as! 
likley for his views. 

Maybe the deputy-chairman, as the expert in con: 
struction costs, would take the idea under his wing, so te 
speak, and doubtless an accountant could be assigned te 
help . . . preferably a broad canvas to start, naturally, no 
too much detail. 

The chairman didn’t actually exclude the MD, but he 
certainly didn’t include him, either, as he sketched some 
rapid outlines on the pad before him. His eyes positively 
sparkled; he was enjoying the upheaval. He was the 
boss. 



























Views on Financial Strategy 
































LAST week’s conference on ‘Financial 
La Strategy’ discussed the characteristics 
of corporate strategy, in the fullest sense 
of the word, with particular emphasis on 
arketing, and was without doubt a 
‘Significant landmark in the ‘history of 
the Brighton Institute’s management 
information courses’, Under the chair- 
manship of Mr James Forbes, F.C.A., 
nancial director of Cadbury Schweppes 
Ltd, with Mr Andrew McCosh, parc, 
‘BA, C.A, professor of management 
accounting at the Manchester Business 
chool, as course director, the partici- 
Pants extended their financial minds 
down unexplored corridors. 

_ The first step was taken by Messrs 
R:N. Wadsworth, M.A., F.c.a., and C. R. 
Freeborough, F.c.a., who gave a joint 
presentation, using their knowledge of 
Cadbury Schweppes Foods Group, of the 
rganizational structure needed to secure 
full partnership between the marketing 
and finance functions in a large consumer 
goods company. They well reflected the 
philosophy expounded by Mr Adrian 
Cadbury, M.A., at a previous conference 
[The Accountant, December 16th, 1971], 
on- the chances and challenges open to 
‘entrepreneurial project teams’ made up 
__ of personnel from the four main functional 
areas: technical, production, finance and 

marketing. 


Retail marketing 


Mr D. E M. Appleby, B.SC., F.c.a., 
_ financial director of Boots, then took 
over to explain marketing strategy in 
a retail context. It was quite apparent 
that the speaker was committed to a 
belief of corporate ‘exponential growth’ 
and he related this to retail marketing 
_ by getting an overview of the increase in 
retail growth in this country. He fore- 
“Saw a continuing increase in the market 
-areas of both multiples and mail order 
outlets to the detriment of the inde- 
` pendent retailer, and warned at the same 
“time of the continuing emergence of 
government control. His own crystal 
ball seems to show very clearly the 
increasing role of the multiple specialist 
retailers with marketing penetration rising 
from its present 40 per cent to an esti- 
mated co per cent by 1980. 
Mr V. B. English, va. marketing 


English Institute’s Brighton Conference 


training director of Davy Ashmore Ltd, 
and visiting lecturer at the Manchester 
Business School, took members over the 
carpet of industrial marketing’ strategy. 
He felt that firms in the industrial market 
were not so critical as those at the 
‘sharp end’ of retailing, and that the 
decisions taken still tended to be of a 
subjective nature. The question posed to 
industrial firms were still whether they 
merely ‘occupy’ or ‘penetrate’ the market. 


Corporate strategy 


In the evening, Mr D. A. Orr, M.C., 
LL.B., vice-chairman of Unilever, used 
the guides of ‘Marketing, framework for 
corporate strategy’ to give a fascinating 
in-depth description of the philosophy 
driving his firm. He indicated that, 
despite delegation of authority, there was 
a very strong framework for corporate 
strategy imposed by the ‘centre’. 

Growth in Unilever has been self- 
financed and has not so far involved 
acquisition to any material extent. The 


Mr W. G. McClelland, M.A., M.B.A., Director of the Manchester Business School, /eft, with 





speaker felt that it was essential to have 
realistic marketing forecasts, and gave 
the impression that Unilever tends 
towards certainty. 


Distribution and costs 


Professor W. G. McClelland, M.A., 
M.B.A., then explored the strategic im- 
plications of distribution facilities and 
costs. He pointed out the lack of formal 
studies that had been carried out on the 
commercial relationship between manu- 
facturers and distributors, and referred 
to a study by Whitehead & Partners 
indicating that a possible 16 per cent 
cost saving could be achieved through 
more help by the customers. 

He underlined the ‘middleman’ role 
of the distributor and also the relevance 
of distribution as an external factor in 
the optimization equation of any manu- 
facturing company. Of all the ‘variables’, 
or considerations made by the manu- 
facturer, those of the retailer and the 
distributor are not only inter-active but 
also competitive. He emphasized the 








Mr P. T. Fitzroy, B.Mech.E., Ph.D., M.S.LE., also from the Manchester Business School, and 
Mr J. Forbes, EC A. a member of the Council of the Institute and Chairman of the Institute 


Working Party. 







Isn't that something you should e 


Ke E 


Schroder Wagg are among 
the oldest-established merchant 
bankers in the country, with a 
well proven record of investment 
success. 

And recently they formed 
Schroder Assurance Limited, to 
provide equity bonds and savings 
plans linked to the Schroder 
Unit Trusts. 

They offer considerable advantages 
to your clients. Primarily, confident 
expectation of long-term investment 
performance. After all, Schroder 
Wagg’s investment experts are already 
entrusted with nearly £800 million 
of funds. In particular, the Bond offers 
many features of interest to the 
sophisticated investor. 

The size, stability and reputation 
of Schroder Wagg are a vital 
guarantee that your client’s savings 
will have the maximum of security, ` 
while taking full advantage of the 
growth offered by first class, gfe, 
equity investment. wi 






For details of Schroder Equity 
Bonds and Schroder Equity Savings Plans, and the 
agency terms available to professional advisers, contact 
Mr. Peter Cashen of Schroder Assurance Limited, 
120 Cheapside, London EC2V 6DS; Telephone: 01-588 4000. 


Tock, 1972 . 
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This feat is made possible by the- To discuss installation 
fact that the accountant has the arrangements with our Sales ` ` 
Loudspeaking Telephone 4. Representative just ost 
It leaves you with both hands free. complete and post OSU Q d KES 
So, you can take notes, search the coupon. Telecommunications 


through files or even be checking your 
customers’ accounts, all while you’re 
talking on the phone. 

It just sits there on your desk and 
you talk towards it. 

It’s also quite handy for small 
conferences. 

And by lifting up the built-in 


UR fe ae he eee oe es 


G Please ask your Sales Representative to 
phone me for an appointment. 
GO Please send me your free colour leaflet on 
‘ the Loudspeaking Telephone 4. 


Name _ 





handset you can use it as an ordinary phone. 

The Loudspeaking Telephone 4 can 
be connected to exchange lines and most a 
types of extensions. Tel. No. 





The cost for connecting is just £3. 
And the extra rental (minimum term one 
year only) works out less than 6op a week. 


Send to Gerry Green, Post Office Telephone 
Sales, (TMK 2.3.1.), *FREEPOST, London EC2B2TS 


> 
ei 


*Freepost — No stamp required. 
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Mr G. E. Hemmings, a Working Party Member, /eft, with Mr F. A. Buttner, Miss D. Kellett, 


Assistant Courses Officer, and Mr J. M. Mcinnes. 


need for manufacturers to incur sub- 
stantial amounts of ‘trade advertising’ 
in order to get retailers to stock the 

manufacturers’ products, and mentioned 
the use of finance as a common language 
between different functions. 


Pricing strategy 


The theory that pricing is not a need in 
itself but runs concurrently with the 
need for competitiveness on product 
quality was developed by Mr S. Thomson, 
F.C.C.A., finance director of the Ford 
Motor Company. Basic pricing strategy 
was not ‘cost plus’ but tended to be 
highly reliant on what the market could 
bear. During the product life-cycle of 
a motor-car, pricing policy aimed at 
achieving a certain profit percentage, but 
at no.time was it the intention to promote 
anything less than a ‘break-even’ situation. 

The theory of product cash flows was 
developed by Mr D. F. Channon, B.SC., 
p.B.A., from the Manchester Business 
School. He highlighted the marketing 
factors that have a direct impact on the 
timing of flows, namely the type and 
risk of the corporate business, the relative 
strength of that business, and the stability 
(or otherwise) of the market in which the 
firm operates. He suggested that there 
were basically two prime decision options, 
namely the use of low prices in order to 
obtain a higher market share, with a 
consequent necessity for more debt 
financing; or to obtain a high selling 
price, thereby perhaps minimizing the 
market share and so promoting a quicker 
lead time of cash inflows. 

As a pleasant visual relief, Mr M. 


English, M.A., F.LP.A., chairman and 
chief executive of Hobson Bates & 
Partners, treated the conference to some 
exciting advertisements without renewing 
their independent television licences. 
In his attempt to demonstrate camaraderie 
towards his financial listeners, he likened 
the advertising agency’s relationship with 
a company, to a person and his friend. 
Justification for an agency was stated as 
being ‘a force for change, a dissatis- 
faction with the status quo’. 


Mr S. Thomson, F.C.C.A. 


Professor A. M. McCosh, B.Sc., D.B.A., C.A., of the Manchester Business School, and 
the course director, right, with Mr A. L. Markham, B.Sc., C.Eng., F.l.Mech.E., centre, and 






Merger philosophy : 
The marketing strategy to be used in the 
merger route was presented jointly by 
Dr D G. Newbould, B.com., and an in- 
dustrial counterpart from ICI, Mr A 5. 
Jackson, F.c.A. They referred to an “investa 
ment opportunity schedule’, a graphical 
representation of alternatives which 
affected expenditure, some being internal 
and others external. A simple check lis 
of the different reasons for a merger o 
acquisition was given. 

In the final address, Professor J. E 
Morris, B.SC., PH.D., spoke of the inypac 
of changing strategy on manageme 
development. He well illustrated his ow 
belief that modern day analogies ar 
tending to be less ‘homely’, more vulga 
sounding and yet directly honest. It w: 
an entertaining, yet pleasant, concep 
tionally stimulating talk with a graphical 
representation of the speaker's concept 
of the corporate structure. In. hi 
opinion, ‘development’ is a prime e 
ample of a leap over the boundary 
tradition to new and exciting. fields, 
opposed to stopping on the fence in 
order to peruse a series of ‘fire-fighting 
exercises. 





































Food for thought 
Once again guided by the quie 
authority of the chairman and cours 
director, all attending appeared to enjoy 
discussing the marketing experiences 
others. Whether or not agreement. wa 
reached between them, they left with 
food for thought in spite of there bein 
no accounting for taste. 





































y H. S. A. MACNAIR, F.C.A. 


ale of goods and on the sale of goods respectively. 


ay be. 





po TACTICAL proof of the knowledge gained by account- 
-ants in professional examinations and retained by them 
is. not always forthcoming but the author’s friends are 
usually able to recite, without pausing for breath, the 
definition of a bill of exchange as found in the Act of 1882. 
[he other pillar of Victorian commerce is the Sale of Goods 
ct. 1893 of which perhaps only stoppage in transitu is 
eadily memorable. 

The history of this latter Act reflects the Parliamentary 
cedures spread over a period of years from the original 
fting of the Bill, introduction in the House of Lords and 
sideration by a Select Committee. After amendment 
modifications to take account of Scottish requirements, 
Bill reached the Commons where another Select 
mmittee deliberated the matter; some five years thus 
lapsed before enactment in final form. 

_ A similar period of time has elapsed since the enactment 
f the Uniform Laws on International Sales Act 1967, 
hich may shortly be expected to be given practical force 
the United Kingdom by means of Orders in Council 
‘romulgated by statutory instrument. However, the 
ackground to these laws is to be found not in reform by 
Jnited Kingdom lawyers only, but in the proceedings of 
he Hague Conference of 1964 on the unification of law 
overning the international sale of goods. These proceed- 
igs culminated in a double convention kept open for 
nature until the end of 1965 (France and Hungary signed 
the last day) which came into force in August 1972 
owing the deposition of the fifth instrument of ratifi- 
ation. The United Kingdom was the first State to ratify. 
This development offers a useful corrective to impres- 
ions in some quarters that Brussels is to be the sole centre 
f legislative power. Indeed the Vedel Report! lamented 
he fact that the Council [of the Communities] had become 
ne sole effective centre of power and that national parlia- 
ents were consequently deprived of an increasing part of 
heir powers whose exercise by the collectivity of the 
‘governments represented in the Council tended to escape 
from their control. 





a Report of the Working Party examining the problem of the 
Enlargement of the Powers of the European Parliament, Brussels, 
March 1972 ` 





nternational Sales 


August of this year the Secretary of State for Foreign and Commonwealth Affairs 
presented to Parliament two Command Papers (5029 and 5030) which recorded the 
enventions relating to a uniform law on the formation of contracts for the international 


hese conventions have been given embryonic life by a statute of 1967 which has 
dormant pending entry into force of each convention, now achieved with the 
ssistance of San Marino (although the Vatican City is still only a signatory). This may 
nerefore be an appropriate moment to consider what the future significance of this law 


In the Community itself, there is an increasing tendency 
for the decision-making process to consist of pure, 
diplomatic-style negotiations. What this means is that the 
executive governments acting in concert are not jointly 
answerable to the European Parliament (under the Treaties 
as at present constituted), and can scarcely be said to be 
amenable to control by the six (or nine) national assemblies. 
In the final analysis, whether one is considering Council 
directives within the Communities or international treaties 
with a wider area of operation, there is force in the Vedel 
comment that national parliaments are on their way to 
becoming nothing more than chambers for recording 
decisions. 

Perhaps the truth of the matter is that, as international 
interdependence increases, the pressure for uniformity must 
tend to override local niceties. Whichever way one looks 
at it, the new conventions on uniform laws are likely to be 
adopted before long by countries other than the original 
adherents: Netherlands, Belgium, Italy, San Marino and 
the United Kingdom. 


Territorial scope 


The law on the formation of contracts for the sale of goods 
is made to apply to contracts which, if they were concluded, 
would be governed by the law on goods. A vexed problem 
in international law concerns the appropriate choice of the 
system of law to be invoked. At the outset, therefore, we 
learn that the law will apply to contracts by parties whose 
places of business are in the territories of different states 
in each of three defined types of case. One type relates to 
goods which at the time of the conclusion of the contract 
are in the course of carriage or will be carried from one 
territory to another. The second possibility is that the acts 
constituting the offer and acceptance have been effected in 
separate territories; and the third is that those acts are 
territorially located otherwise than in the territory where 
delivery is to be made. 

Nationality is irrelevant — fortunately, in view of the 
bizarre possibilities revealed by Oppenheimer v. Cattermole 
(The Accountant, August 24th, 1972). Habitual residence 
replaces ‘place of business’ for a party who does not have 
one. In this connection there is an important option 








available to the convention signatories whereby the recipro- 
cal distinctness of any pair of them can be deemed not to 
exist, if they so mutually agree. The option is available 
unilaterally to an adherent state as regards a non-adherent 
but is abrogated if the named non-adherent subsequently 
ratifies and refuses to acquiesce. It is also possible to restrict 
the operation of the law to parties who have chosen it as 
the law of their contract. 
It will be seen that adherents to the convention bind 
themselves to apply the law generally, for example, between 
-parties based in non-convention states. This obligation 
may be dispensed with on accession; the United Kingdom 
has done so, thus limiting the area of operation to the 
states named above. 
Israel has ratified the ‘goods’ convention but not that on 
` formation of contracts; a similar position has been taken 
up by the Netherlands and San Marino. Again, the option 
to restrict the application of the law to instances where the 
contracting parties have chosen it has been taken up by the 
United Kingdom and Belgium. Belgium and Italy have 
also reserved their position under existing conventions. 
Some surprise may be occasioned by the possible use of 
United Kingdom courts to settle commercial disputes by 
parties not apparently connected with this country. 
However, their willing attitude may be gauged from the 
comments of Lord Denning, MR, in The Atlantic Star 
(The Times, August 2nd, 1972) ‘it may be called forum 
«shopping, but if the forum is England it is a good place to 
-shop in, both for the quality of the goods and the speed 
of service’. In that case the court took note of the Inter- 
¿national Convention on Civil Jurisdiction made in Brussels 
“in 1952, ratified by the United Kingdom and Belgium, 
-which permitted the plaintiff in the instant circumstances 
` to commence proceedings in the territory of his choice. 
_ However, the rules of private international law are excluded 
by the recent Hague convention. 


` Formation of contracts 


` One field in which the formation of contracts plays an 
` important part is that of income tax (or corporation tax) 
exigible from non-residents by virtue of Part VIII 
-of the Taxes Management Act 1970. The legislation now 
-consolidated was reviewed in Firestone Tyre & Rubber Co 
“Ltd e, Lewellin (37 TC 111; 36 ATC 17) by the House of 
Lords. One element of this legislation is found in section 
` 82 (2), under which a non-resident person who executes 
sales or carries out transactions with other non-residents 
“which would make him chargeable (in pursuance of the 
_other terms of Part VIII) in the name of a resident person 
is not thereby of itself made chargeable in respect of profits 
arising from those sales or transactions. 
The Firestone case concerned a United States-based 
group with subsidiaries abroad, which traded under 


` arrangements with distributors who were supplied by 


Firestone from a convenient local subsidiary which pro- 
duced the goods required for distribution abroad. The 
United Kingdom courts were unanimous that the facts in 
this case supported a finding that the United States parent 
company was exercising a trade in the United Kingdom 
through the agency of its United Kingdom subsidiary, 
despite evidence that the locality which the law would 
attribute to the master agreement between the United 


States company and each of the distributors was outsid 
the United Kingdom. . i E 
The following dictum of Atkin, LJ, from F. L. Smidth $ 
Co v. Greenwood (8 TC 193; 1 ATC 95) was approved 
the courts: GE 


‘The contracts in this case were made abroad, but I am no 
prepared to hold that: this test is decisive - I can imagin 
cases where the contract of re-sale is made abroad, andy 
the manufacture of the goods, some negotiation of the term 
and complete execution of the contract take place here und: 
such circumstances that the trade was in truth exercised hi 
I think that the question is: where do the operations t 
place from which the profits in substance arise?’ : 
The law on goods will not apply to sales of stocks, shar 

investment securities, negotiable instruments or money 
registrable ships or aircraft; to electricity, or sale 
authority of law, including execution or distress. No 

it affect the application of any mandatory provision 
national law for the protection of a party to a cont 
which contemplates the purchase of goods by payment 
instalments, such as the United Kingdom Hire-Purchas 
Act 1965. SS 


Offer and acceptance 


The law on formation of contracts sets out provisions 
which can be displaced to the extent that it appears fro 
the preliminary negotiations, the offer, the reply and t 
practices which the parties have established between th 
selves or ‘usage’ that other rules apply. Neither writi1 
nor any other requirement as to form applies to offer or a 
ceptance, although silence may never constitute acceptan 
‘An offeror is not bound if withdrawal reaches the offer 
not later than the offer, or the offer is not communicate 
Revocation depends on the offeree not having reacted to t! 
offer and cannot be made arbitrarily or while a fix 
acceptance period is running. The offer must contain 
the terms necessary for simple acceptance and any count 
stipulation reverses the relationship and constitutes.a ne 
offer. ee 
These rules may be related to principles established | 
English case law. Thus acceptance by performance of t 
conditions advertised to secure a reward was binding on | 
offeror in Carlill v. Carbolic Smoke Ball Co ([1891-94] . 
ER Rep. 127). Again, in Byrne & Co v. Van Tienh 
& Co ({1880] 42 LT 371) acceptance was valid 
communicated before notice of revocation came to han 
The law enacted by the 1967 Act is not without refi 
to the underlying convention. ‘Thus article 16 in Schedt 
states that where, under the provisions of the law ther 
out, one party to a contract of sale is entitled to requ 
performance of any obligation by the other party, a cot 
shall not be bound to enter or enforce a judgment providi 
for specific performance except in accordance with Articl 
VII of the ‘goods’ convention. This records that exception 
by saying ‘except in the cases in which it would do so un 
its law in respect of similar contracts of sale not govern 
by the Uniform Law’. SES 
Furthermore, this rule is not to affect the obligations o 
the adherent state resulting from any convention (concluded 
or to be concluded) concerning the recognition and enforce- 
ment of judgments, awards and other formal instruments 
which have like force. 

















Partnership in Professional Training 


Towards a Fuller Use of Resources 


y CHARLES MAYSMOR-GEE, F.C.A. 


PARTNERSHIP which is successful, in the full sense of 

the word, is one in which the partners truly work as a 

eam, having a purpose in common, and pooling their resources 

o that they are used more effectively than they would. have 

een if employed in isolation. Clearly the importance of the 

uman relations factor cannot be over-emphasized in this 

ituation, and it is suggested that ideally, partners should 

ssess among others, the following qualities and attitudes: 
(x) mutual respect and tolerance, which should have been 
` inspired by the continued reliability and competence of 
éach member of the partnership; 
(GG) specializations arising from individual personal interests 
and differing backgrounds of experience; and 

» (3) the desire to be forward looking and flexible in approach. 

It is because I believe that these qualities and attitudes are of 

ital importance to the British accountancy profession as it now 

egins, for the first time, to consider in detail the education 

md training of future accountants, that I have chosen a title 

or my paper and have introduced it, with words which give 
ffect to that belief. 


rigins of the profession 


e history of the profession which we all seek to serve, is a 
ort one in terms of human experience. It was called into being 
ring the last century to meet the needs of the rapidly develop- 

industrial and commercial organizations. Both firms of 

:ountants and accountancy bodies sprang into existence on an 
‘hoc basis and, like Topsy, ‘just growed’. The demands of 

“moment have always been too pressing, the grindstone too 
ar to the professional nose, so that time to consider and a 

orizon to attain have, in the main, been absent, and there has 
ever been a planned advance. 
Accountancy bodies were formed mainly to promote and 
yreserve standards of competence and personal integrity, and 
the obvious means available to ensure the fulfilment of these 
unctions were the professional examinations. The ability to 
‘ry out the duties expected of the accountant at the various 
tages of his development had to be tested; thus examiners were, 
f necessity, technically competent, but few of them had en- 
yyed the opportunity of understanding and studying the edu- 
ational requirements of the situation in which they were 
volved. These facts are important to recognize and remember 
s they have had a profound effect upon the way that the 
rofession has developed, and explain the nature and scope of 
ane of the examination papers which have been set in the 
ast; they continue to have an influence which increases in 
roportion to the age of the institution having examination 
urisdiction. 
The content and form of examination questions have a 
lecisive effect upon the nature of courses designed to prepare 
andidates for a successful examination encounter. As examina- 
ions were provided primarily as tests of technical knowledge, 
the preparatory exercise was bound to conform to this con- 
eption, Furthermore, by reason of the rapid growth of the 
Profession, the absence of provision for study within existing 











A paper presented at the 1972 ‘Southern Area Conference of the 
Association of University Teachers of Accountancy. The author is 
lecturer in accounting at the City of Birmingham Polytechnic. 


educational establishments and the generally-held belief that 
vocational education should take place in the student’s.own time, 
preparation for the examinations developed and remained for 
many years in the hands of the correspondence colleges. Thus 
students of accountancy were brought up as so many isolated 
units, having virtually no personal contact either with tutors or 
with fellow-students. The effect of this situation has been 
the production of a race of accountants which has tended to 
regard their fellows as rivals and not as colleagues, and to 
consider members of other bodies within the profession as 
inferior in technical development and experience. 

It took a world war and its aftermath to bring about changes. 
of attitude within the accountancy profession, in the same 
way as it released the winds of change in so many areas. Greater 
opportunities were given to the rising generations in the fields 
of secondary, further and higher education, with the result that 
an increasing number of well-qualified youngsters became 
available to employers. This was a time of economic expansion, 
so demand for their services always exceeded supply; and, in this 
situation, supply was naturally guided to employers who could 
offer the best reward in terms of pay, opportunity and con- 
ditions of service. Under these circumstances, all the pro- 
fessions were forced to recognize that they would be seriously 
short of suitable recruits unless they could produce attractive 
inducements ‘out of the bag’. 

As compared with the appeal which the older professions 
had to offer at this time, accountancy stood some points away 
from the top of the table. Apart from the examination and 
study situation already discussed, trainee accountants, especially 
in the pre-1939 era, had been regarded as a source of cheap 
labour, and the position was, at that time, a generally-accepted 
one, In view of this image, which projected into the early 
post-war years, all the evidence pointed in one direction ~ 
the clear necessity of making a much more attractive picture 
of the profession, in the eyes of the potential recruit; otherwise 
the most suitable material would be diverted from it. 

There has also been an even more serious problem to contend 
with, and this continues; the profession, in the British Isles, 
was and is, a divided one. It emerged to deal with the needs of 
public practice, of industry and commerce, and of central 
and local government, but at the end of the Second World 
War there were five accountancy bodies having members 
mainly in public practice and in industry and commerce, one 
with members in industry and commerce, and one with members 
in central and local government. 


Changing pattern 


The first steps to attract desirable entrants were taken in the 
early days of renewed peace, when terms more favourable to 
graduates of British universities than to lesser-qualified ap- 
plicants were offered, especially attractive concessions being 
made to those having the type of degree regarded as specially 
suitable as a foundation for later studies. In the second place, 
certain bodies made arrangements for evening, day release, 
sandwich and full-time courses at colleges within the public 
sector of education, although one in particular clung tenaciously 
to the correspondence course as the principal method of study. 


At last, however, the truth of the current situation filtered 





Abig bonus for your 


self-employed c 


ents! 





Time Assurance double the vesting bonus on their ` 
Personal Pension Bonds. 


Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 
As a result of the latest actuarial valuation, the 
. vesting bonus is increased from £1 % per annum to 
£2°% per annum of the basic pension, This means that 
# in projecting the estimated total pension at pension 
age we can now add a total of 5% to the basic pension 
~ for each year up to pension age (interim bonus of 3% 
per annum plus vesting bonus of 2% per annum). The 
interim bonus also continues to be added after the 
pension has commenced. 


Amount of pension (to nearest £) for men retiring at 65 

paying a premium of £100 a year from different ages of 

entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2% per. annum. 


Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 


Cash option at 


Pension at 65 : 
pension age 





Total 
Guaranteed} Pension at 
Age next Basic 85 with R 
| birthday | Pension | estimated Gash Sum Dee ge? 
bonus | i 
£ È £ 
1325 4375 3247 
1023 3121 2316 
780 2185 1622 
585 1494 1109 
435 1002 i 
410 822 
385 B47 
361 776 
338 710 
315 647 
294 588 
273 533 
253 482 
234 434 
216 388 
198 


Adjusted 


At age 70 | At age 75 Tax-Free Total 

















if you select age 85 as your retirement age then the figure shawn in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and $ shew 
the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute part of your normal pensien for cash. 





Time Assurance Society rates have always been 
considered good by those who know about personal. 
pensions; this latest bonus increase improves them 
still further and of course it also.increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service. 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 


all ages. 


į 10: TIME ASSURANCE SOCIETY 
E Moorgate, London, EC2. Tel. 01-628 7546/7. 


Manchester Office: 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299/061-624 9955. 


Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031- 2257799. E: 


Please register me/us as Agent(s) of Time Assurance Society, 4 
and send a supply of Pension Bond literature. 
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THE TIMES, SATUR 


FARMER, anà 


TEWSON, 
BRIDGEWATERS 
LIST OF SALES. 


DEE HAM, 


SOUTHWARK-STREET.—Spacious first-class Warebouse Pre- 
mises, having a superficial area of about 4,000 feet, ocoupying a 
commanding position on the north side of this important thorough- 
fare, and about midway between Blaokfriars-road and High-street, 
Borough; let on lease at £300 to Messrs. Tuoker, Johnson,and Co., 


3 d stat eg 
LEBENHAM, FARMER, and 


Mosers. 
HAM, TEWSON, 
BRIDGEWATER 
are instrooted by the Receiver and Liquidator to SELL, at the Mart, 


Debenhams have 

been advising 

on property matters, 
including Industrial 

and Commercial Premises, 
since 1853. 


Property investment 
consultants and advisors 
on the sale, purchase, 
valuation and rating 

of commercial property 
throughout 

the United Kingdom 


on Friday, July 1, at 2, tho Long LEASEHOLD PROPERTY, No.98, 
Southwark-street, comprising five floors and basement, with loading 
doors and erane from each floor, the total floor. space being about 
14,000 guperficial feet held from the Metropolitan Board of Works 
for 80 years from Midsummer, 1866, at a moderate ground-rent. 


Debenham Tewson 
& Chinnocks 


Chartered Surveyors 

Bancroft House and 

London EC4P 4ET London W1X 9FE 
01-236 1520 01-499 9152 


Also at Cardiff Kingston and Richmond 


Extract from full page advertisement, The Times, Saturday, June 18, 1898 

















A cause 
-clients will 
: understand 


PROFESSIONAL 
INDEMNITY 
INSURANCE 


fag ek te pe Sn SS EN EEIE SAGA re } 


E 


¥ you've never had anything, you never miss it. 
* But if you've known a reasonable standard of living, imagine 
the horror of reduced circumstances. 
We help people who have practically nothing — except 
emories of happier times in a happier age. 

y of your Clients will understand and will sympathise with 
what we are trying to do. Many of them, if you suggest it, 
might like to remember us in their Wills or with a Covenant. 
After all, what greater gift can there be than giving another 
elderly person something to live for? 


DISTRESSED GENTLEFOLK’S 
AID ASSOCIATION 


WICARAGE GATE HOUSE * VICARAGE GATE + KENSINGTON LONDON W8 449 


“Help them grow old with dignity” 


EE 


C. T. BOWRING & MUIR BEDDALL 
(HOME) LTD 


The Bowring Building 
Tower Placo 
London ECS ` 


Telephone 01— 283 3100 


We are available to advise you on all 
aspects of professional indemnity 
insurance. 




















through, and in order to obtain an adequate supply of future 


members with capabilities equal to the responsibilities forecast 
for them, the former great supporter of the correspondence 
colleges turned to negotiating for the provision of full-time, 
evening and block release courses at colleges within the public 
sector. There has thus been a change of heart throughout the 
_. profession as a whole, and oral tuition has rapidly replaced the 

correspondence system of preparing for the examination en- 
counter. 

But the problems which arise from the fact that the profession 
is a divided one still remain in the form of competition for 
students, the existence of different syllabuses, a variety of dates 
for examinations, varying entrance requirements; all these 


serve to make the provision of courses within the polytechnics 


and other colleges difficult, having regard to the fact that within 
these institutions there are rival claims upon resources from 
_ professions which are not divided. It had been hoped that the 
scheme for the integration of the profession would be accepted, 
for in that event, many of the above-mentioned obstacles would 
have been removed from the educational scene. Sadly, the 
scheme was ahead of the perception of many accountants and 
their collective action succeeded in thwarting its introduction. 
Much ingenuity has, however, been used by public sector 
institutions, and they have succeeded wherever possible in 
providing oral tuition on a modular basis, so that students of 
different bodies are able to share studies in subjects and grades 
common to them. 


Fundamental effect 


< I believe that oral tuition has had a much more fundamental 

. effect upon the accountancy profession than the direct and 
obvious one of providing a different means of preparing for 
examinations. It has meant a personal involvement between 
qualified accountant lecturers and their students, between one 
“student and another, whether of the same accountancy body 
“or not, and between lecturers themselves. Its appeal and use- 
fulness have been acknowledged in the fact that it has spread 
from educational institutions into the training functions under- 
taken within the organization of the practising office, the 
industrial and commercial concern, and of government. It 
has been the means whereby accountants, both qualified and 
those in training, from the British Isles and from countries 
“overseas, have come to realize that the things they have in com- 
mon are more numerous and important than those they do 
not share. Surely the emergence of the Association of University 
Teachers of Accounting, the Association of Lecturers in Ac- 
countancy, the Association of Independent Tutors in Ac- 
countancy, students’ associations, and the Association of 
British Correspondence Colleges, bears witness to the uniting 
effect of working together in the same environment. 

The collapse of the integration proposals has not fortunately 
` been complete; there still remains amongst the ashes a possible 
¿phoenix ~ the Advisory Beard of Accountancy Education. 

Although its function up to the present time has been merely 
(the provision of a forum where representatives of the six ac- 
_countancy bodies could talk together, steps are afoot which could 
make it into an effective and independent instrument of educa- 
tion, having a joint secretariat with the Joint Standing Com- 
“mittee on Degree Studies and the Joint Diploma Board. 

In the face of their estimation of the intellectual requirements 
"of Che future qualified accountant, and of competition for 
personnel from other professions, most of the accountancy 
` bodies have moved to the position of anticipating that in the 

‘near future the majority of their technologist recruits will be 
` graduates. At the same time, it has been considered necessary 
to attract suitably competent lower grade staff to undertake 
duties which would be uneconomic if carried out by the higher 
paid, higher powered trainee. In view of the proposals being 











currently aired, it seems likely that the education of this a 
called ‘second tier’ would be largely in the hands of technical 
colleges and colleges of further education. SG 





















Combined approach 


Tt can be seen, therefore, that accountancy education ar 

training has, in the past, been provided by many differen 
institutions, usually working in isolation from each other, ea 
bringing its own valuable experience to bear on trainees, anc 
frequently with different methods of approach. It is suggeste 
that present conditions, opportunity and necessity, all combin 
to declare that now is the time for all these institutions to com 
together in a true partnership, in order to provide an adequi 

education and training for the accountant of the future, whethe 
he be a technologist or a technician. 


Encouraging signs of the desire to co-operate. have -alrea 
appeared in recent years, in the willingness of one practisin 
firm to share its auditing experience through the medium 
textbooks and of a training film, and of others to. receive po 
technic lecturers on a secondment period of six weeks for w 
dating in auditing techniques, under the joint sponsorship 
one of the bodies and the Department of Education and Science 
Meetings have also been initiated between representatives | 
one of the examination committees and selected members o 
tutorial associations, so as to ensure that every aspect of t 
examination situation is properly and regularly reviewed, = 


The first attention of the partnership which I have propo: 
must be to establish the education and training requirements 
the accountancy profession for at least the remainder of t 
century. The Advisory Board of Accountancy Education | 
entrusted Professor David Solomons with the task of makin 
an inquiry designed with this purpose in mind, and it is to 
hoped that full co-operation will be forthcoming from ea 
one of the partners, so that a truly accurate forecast may emerge. 
Once these requirements have been determined, the member: 
of the partnership will have to decide how far foundation stud: 
will need to extend, to what extent all accountants in traini 
will need to have professional studies and examinations 
common, and the point at which specialist education mi 
begin. In this decision, they should not hesitate to draw up: 
the practical experience of other professions and of the ac 
countancy profession of the United States of America. 


I believe that one of the.areas of co-operation which coulc 
be most fruitful is that concerned with the development: 
teaching staffs. Unless suitably qualified staff is available. 
sufficient numbers, the best-concetved educational schemes ¢ 
never be carried out with full effectiveness. "Thus conside 
tion must be given to the provision of secondment facilit 
to enable teachers to carry out research, to study for: hi 
degrees, to update their practical experience. Attention she 
be given to the establishment of organized exchange faciliti 
between accountancy tutors in the British Isles and those in 
USA and in countries of the enlarged European communi 
The provision of regular seminars composed of membi 
of the academic staffs of institutions both of higher and fur 
education, on a local basis, should be actively encouraged, th 
enabling a continuous exchange of ideas and techniques: i 
spirit of friendly co-operation, to the enrichment of all teac 
participating. 7 

The relationship of partnership can only be attained 
individual human beings. The measure of the success of th 
combined operations which I have, of necessity mention 
in brief, will depend largely upon the way in which each i 
dividual responsible for the education and training of future 
accountants responds to the challenge. The way ahead is one ` 
in which the creation of goodwill, the use of imagination and ` 
experience, the overcoming of prejudice, are essentials.’ RE 
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Historical Cost 





y Dr W. von BRUINESSEN (Netherlands) 


international Congress of Accountants. 


INCE 1945, attention has increasingly been. given to the 
} principles of valuation. Similarly, doubt has arisen about the 
ippropriateness of accounting principles based on historical 
“ost, mainly because continuous inflation has resulted in 
mounts of a dissimilar nature being added together. 
The effect of inflation can. be eliminated by making price- 
vel adjustments to historically-based financial statements. It 
d appear that this cannot be achieved only by making 
adjustments because, as such, they make no allowance 
the effect of technological development on the values of 
ible assets. The adjusted historical cost of an existing 
rable means of production is not of the same nature as the 
trent price of a replacing asset with a similar function. 
is incumbent upon the accounting profession to make 
rested parties aware that comparability of financial state- 
ts leading to reliable conclusions can be achieved only for 
ome elements in those statements. A comparison of solvency 
d liquidity, for instance, will provide a basis for a conclusion 
ly if the enterprises concerned are similar. One element of 
ancial statements, however, is generally suitable for com- 
ison ~ the ratio of net income to net equity, i.e., the profit- 
ability. This datum is such that it can provide a basis for 
mmparing dissimilar enterprises, and is, accordingly an im- 
portant factor in determining the distribution of scarce financial 
eans. 
‘The proposition that maintenance of the enterprise’s con- 
tinuity should not govern the determination of net equity and 
results may create a misapprehension. The proposition only 
ims at avoiding the impairment of the primary function of 
financial statements (e, the rendering of an account on the 
management’s stewardship) by not disclosing provisions made 
for safeguarding continuity. Such provisions should be part of 
the profit appropriation and taken up in the enterprise’s net 


equity. 
























urrent value theory 


The current-value theory concludes inter alia that, under 
certain conditions, valuation should be based on net realizable 
lue and, under other conditions, on discounted net cash flow. 
Generally, assessment of the net realizable value of finished 
products presents no real problems. However, ascertainment of 
the net realizeable value of all other goods, particularly of 
durable means of production, is a problem requiring further 
analysis. WE 

Net realizable value can also be approached in two ways. The 


Bases of Accounting | other than 


The. substance of one of the international papers presented to the Tenth 


first is to ascertain the direct realizeable value of the goods, i.e., 
proceeds of sale of the goods as when their value is assessed. In 
the case of durable means of production, such value will rarely 
exceed the asset’s scrap value. Under the second approach, the 
value of durable means of production is derived from the 
proceeds of the finished products made by using the asset 
concerned; this. means assessing the asset’s indirect realizable 
value. 

Inthe case of a profitable enterprise it is possible to ascertain 
the discounted net cash flow (i.e., the net indirect realizable 
value) of the enterprise taken as a whole. The (favourable) 
difference between the value thus determined and the enter- 
prise’s net equity determined on the basis of current value 
provides an insight into the entity’s future profitability. Ac- 
cordingly, this difference is an important yardstick in a potential 
merger situation. 

An analysis of the nature. of. stocks is essential to under- 
standing the conclusions derived: from current-value theory 
as regards the determination of net equity and results. Con- 
siderations of current-value theory are directed to the valuation 
of economic stocks which can be defined as stocks in respect of 
which an enterprise runs the risk of price-level changes. 

Unavoidable economic stocks are designated by the term 
‘normal stocks’. These should be viewed as a collectivity, the 
component parts of which are continuously being processed and 
sold and simultaneously replaced. In respect of this stock there 
is an. obligation continually to replace used-up items. Reduction 
of this collectivity affects the enterprises functioning and thus 
its profitability. Since a ae Im prices entails an increase in the 
capital invested in normal ‘stocks, such increase is not at the 
disposal of the enterprise. Consequently it must be concluded 
that, to the extent to which an advance in prices relates to normal 
economic stocks, it results in an increase in net equity only and 
not in a profit. ph Seige gah ay iu 

Decreases in value that originate: from the technological 
development should be regarded as losses and thus not charged ` 
to net equity. E Oe Tag is ae E 

Consideration should be given to the time at which results 
from transactions should be accounted for. Such results arise 
when (a) pursuant to a sale, the price risk is transferred; and (b) 
the enterprise has delivered the goods or rendered the service. 
In other words, the actual exchange is critical to the moment at 


which the result is generated. = Eels 

Current means of production are continually being replaced. 
Thus technological developments have an immediate bearing 
on the valuation of such assets. If, due to technological: or 











“economic developments, the asset’s current value is lower than 
its. opening book value less the depreciation for the year, the 
difference should be charged to the period. 
It is often said that current value accounting makes the 
auditor’s opinion dependent upon the management’s views 
„regarding the prices at which the assets will eventually be 
replaced, but continual replacements of current tangible 
assets keep the auditor informed about the current value of 
such assets. 
` If it often suggested that a backlog of accumulated deprecia- 
_ tion resulting from a rise in prices of fixed assets should be 
recognized in full as loss. This view requires comment as 
follows: 


(a) Owing to the diversity of the times when the individual 
ES items in the aggregate of fixed assets have been acquired 
and also of the economic lifetimes of such assets, the 
depreciation charge calculated for a period on the basis of 


current values is used to a material extent for the immediate: 


replacement of retired assets. To this extent there is no 
backlog. 


(b) The shortfall required for replacement may be raised by 
issuing new shares. 


(c) Additional funds needed for replacing assets can be obtained 
from parties other than shareholders. 


Theory of price of level accounting 


Striking inflationary tendencies, particularly since 1945, have 
accelerated the development of the theory of price-level ac- 
counting. This theory aims at statements which reflect the 
„effects of a decrease in the purchasing power of money. 
<io The information provided is primarily directed towards 
- making financial statements comparable in two respects. First, 
by applying indices to all previous year’s figures in the 
annual report and so reducing them to the currency’s 
purchasing power at the end of the period, all such figures are 
presented on a comparable basis. Secondly, general application 
‘of the theory would result in financial statements of hetero- 
“geneous enterprises being comparable, in that all financial 
information is expressed in monetary units of current purchas- 
Ing power. 
Indices can be classified into two main groups — those ex- 

pressing the change in purchasing power of. the monetary 
unit: (1) in its generality; and (2) if spent for specific purposes. 
It should be remembered, however, that (a) application of 
"specific indices impairs the comparability of financial statements 
- prepared by heterogeneous enterprises; and (b) the more 
"specific the indices used, the more analogous will the informa- 
tion provided by the financial statements be to that based on 
current values except that the impact of technological develop- 
` ment will not be recognized. 


Net equity and result are determined as follows: 


(a) The result equals the difference between (1) the net equity 
< at the end of the period, assessed as indicated under (6) 
»- °-below, and (2) the net equity at the beginning of the period 
after adjustment be tbe co-efficient 

we Index at thè end of period 

Index at the beginning of period. 


(b) The net equity at the end of the period is computed by 
“= applying indices to the original cost figures of non-monetary 
-assets so as to convert these figures into the equivalent 

end-of-period currency. Accumulated depreciation and 

amortization of tangible and intangible assets is similarly 
dealt with. : 


"Gei Results are differentiated under gains (losses) on net 








monetary assets (liabilities) on the one hand and profit 
(losses) from operations on the other. ‘Net. monetary assets 
is understood to. be the balance of financial resources. an 
amounts. receivable. after deducting total liabilities. Th 
movements during the period are analysed according t 
origin. ; ; 
Subsequently each of those components is adjusted by the 
co-efficient e ; 
Index figure at end of period 
Index figure at point of time of receipt or payment. 





If production and sales are evenly spread over the period 
the middle of the period may be taken as the appropriate tim 
for adjusting receipts from sales and payments for purch: 
and expenses. Net monetary assets at the end. of the per’ 
having been thus computed, the difference between that balan 
and the actual nominal balance derived from the balance she 
at the end of the period reflects the result on. monetary items 
(the ‘purchasing power result’). ` ec ; 

The result from operations is determined along similar lin 
Thus, the net result from the operations for the period. 
expressed in monetary units having the purchasing power at th 
end of the period. ` 

A distinction should be drawn between policy-making b 
management and by shareholders. Owing to the specific use 
capital, movements in its general purchasing power play no p 
in the management’s policy-making. Once set aside, capita 
tied up to secure a profit by using it for commercial purposes 
By making decisions the management meets its obligations. 
limit the risk of changes in the value of monetary and no: 
monetary assets and liabilities, and also its obligation to achi 
the best possible results from the use of the capital. 

There is one set of circumstances in which capital’s gener 
purchasing power does become a factor for consideration 
namely, if and when management is contemplating severance 
the tie between capital and existing activities and its use f 
some other purpose. What is relevant then is the purchasi 
power remaining after all ties have been severed, i.e, a 
winding-up. 





Current value versus price level 


The main differences between financial statements prepa’ 
along the alternative bases of current-value’ and price-les 
accounting are: z 


Current-value accounting : 


(1) (a) To the extent to which stocks are of a normal size,a 
in the value of such stocks due to price changes is adde 


(b) Changes in value of long or short positions give ri 
a profit (or loss). vi 


(2) Specific technological and economic developments. 
recognized when determining the value of normal stoc 


(3) Changes in the purchasing power of net monetary a 
are not recognized when determining the result. 


Price-level accounting oe 
(1) A change in value of aggregate stocks as computed by 
the currency’s purchasing power index pertaing to 
equity and not to result. de 





(2) When determining the value of economic: stocks- sı 
developments are not recognized. a 


(3) Changes in the purchasing power of net monetary assets 
are taken into account when determining the result. 


From this comparison its appears that current-value a 












ounting and price-level accounting differ mainly in that changes 
n the purchasing power of net monetary assets are not being 
cognized in the former, nor are specific technological and 
conomic developments in the latter. 

It is ‘a basic rule of the theory of finance that the use of net 
equity for financing all non-monetary assets, and of liabilities 
for financing all monetary assets, eliminates the risk inherent 
inthe decreasing purchasing power of the currency. So it is a 
managerial duty to eliminate the risk of decreasing purchasing 
wer of net monetary assets as far as possible, i.e., to strive 
er a nil balance of monetary assets and liabilities. 

Owing to the specific nature of some assets and liabilities 
here are, according to the theory of finance, acceptable de- 
iations from this rule. Because of their size, it is impossible 
for many small enterprises to acquire as much outside capital 
as the need to maintain the monetary assets: liabilities parity. 
np such cases it is inherent that part of the monetary assets is 
financed by net equity. Income must then bear the purchasing 
wer loss of such part of the monetary asset as is unavoidably 
inanced with net equity. It is better to give slightly inexact 
figures. onan. appropriate basis than exact figures on an in- 
ppropriate basis. 


Effect on taxation liabilities 


‘he tax return is computed irrespective of whether the under- 
ying financial statements were prepared on either current-value 


he Audit Report 


fF JOHN B. STUDDY (Australia) 


international Congress of Accountants. 


ARAMOUNT in the field of communication is the audit 
“report, which constitutes the final product of the auditor’s 
ork and his means of imparting judgement on the financial 
tatements examined by him. This paper deals with the audit 
‘eports as a means of communication and the responsibilities in 
his.context of the auditor to proprietors, management and third 
yarties.. A brief survey of reporting requirements and standards 
thirty-four countries has been made, the United Kingdom 
dithe United States of America emerging as two distinct 
eas of influence. 


The profession today 


Not the least of the backlog of unsolved problems in the ac- 
countancy profession is the growing concern in recent times 
over the diversity or, in some cases, the lack of accounting 
principles and standards. The other major cause for concern 
s the increasing.tendency.for clients to. look to their. professional 
advisers for the recovery of legal damages when losses are 
_ suffered in circumstances in any way involving professional 
advice. 

` There is an urgent and genuine necessity for acknowledge- 
ment by the investing public and governments that the pro- 


or price-level accounting bases. In both cases, if prices rise, the ` 


“statements will show a higher net equity and a lower profit then 































when determined on the basis of historical cost. 

Many countries prescribe by law that financial statements 
shall be based on historical cost. If the accountancy profession 
and the business community hold the view that. traditional 
statements provide inadequate information, this view should 
be demonstrated by the parties rendering an account of their 
stewardship in statements based on current-value or price-level 
accounting as well. 

Without such action, it is unlikely that governments will 
change their policies in respect of company law or tax law. 
Consequently, inclusion of adequately based statements along- 
side traditional: ones is not only advisable, but indeed essential. 

For external purposes, financial statements are. primarily 
intended to give an insight into the profitability of enterprises, 
with earnings per share being used as a sacrosanct yardstick for 
judging the management’s performance. Enterprises issuing 
such statements may expect to.be at an advantage both in the ` 
capital market and when their annual reports are being reviewed. 
in the financial press, because in times of rising prices traditional. ` 
statements reflect a better performance than those based on 
current values or price-level accounting. 

For this reason, enterprises not under a statutory obligation 
to present traditional statements are well advised to include 
them in their annual accounts for comparative purposes lest 
their competitive position on the capital market be prejudiced. 
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fession is performing services which are essential to the economy 
of a country and this requires legislative acceptance. There is 
also need to ensure that the auditing profession is not burdened 
with responsibilities which are unreasonable. 


Reporting standards 


Major factors which have an effect upon the reporting standards 
of the auditor are three in number: 


(a) Legal requirements 


In the United Kingdom, the British Commonwealth countries 
and throughout Europe, almost without exception, there exists 
legislation which governs the appointment of auditors and the 
form of audit report. A different situation exists in the United 
States, and other parts of the world, where there is no similar 
legislation. 


(b) Requirements of regulatory bodies 

In most countries, notably in the United States of America, 
where stock markets have attained a sophisticated level, the 
principal stock exchanges impose amongst their listing require- 
ments the filing of reports by independent public accountants 
with the financial statements. These requirements, and other 




















“regulatory powers over the reporting practices of companies, 
play a significant role in determining the reporting standards of 
“the auditor. 


‘(c) Pronouncements of professional bodies 


Professional accounting bodies throughout the world have 
been active, particularly in recent years, in the issuance of 
pronouncements on accounting principles. Whilst many bodies 
have contributed it is generally acknowledged that the major 
contribution and leadership have emanated from the United 
Kingdom and the United States. Much has been done by pro- 
fessional bodies in other countries. Unfortunately, however, 
` there is a relative lack of communication between professional 
` bodies at international level. 

The object of an audit is to ensure that the financial statements 
` op which the auditor is reporting are fair and reasonable and are 
not misleading. The significance of this definition constitutes 
an area of considerable misunderstanding in the minds of many 
users. Attestation to the fairness of presentation of financial 
statements should carry with it a disclaimer of any function of 
appraising management. 

Financial statements are a reporting by management on its 
stewardship of the enterprise. The division between the 
responsibility of management and that of the auditor is more 
clearly defined or accepted in some nations. than others. The 
duty of the auditor should be to give an opinion on the financial 
statements of its client and his responsibility for such state- 
ments should be limited to the expression of his professional 
: opinion thereon. 
<v The expression ‘fair and reasonable’ is favoured by the writer 
ae less subject to misunderstanding and therefore suitable for 
adoption in a form of audit report which could be more easily 
standardized among nations. The reduction of the number of 
` words in the report to a minimum within the requirements im- 
“posed by law has the advantage of the final product being 
readily intelligible to laymen and of emphasizing any quali- 
fications in the normal form. The alternative appears to be 
ither to expand the report and make it an educational docu- 
ment or go to the other extreme and attempt to educate the 

“public in other ways. 


Audit of management 


The enlargement of the auditor’s function into the field of 
management is not without precedent. In recent times, the 
profession, particularly in North America, has become involved 
in the realms of operational auditing. Generally, however, the 
duties of the auditor are confined to an examination of manage- 
ment with the object of preventing or detecting illegal or 

unauthorized operations. These duties do not extend to an ap- 
` praisal of the economic policy of management, unless there are 


reservations of such a serious nature as to indicate that its report 


< should be rejected. 
<o The writer has no doubts that the auditor is capable of 
evaluating management’s performance but serious doubts as to 
the wisdom and desirability of his acceptance of this role in 
present circumstances. Nevertheless the rapid development of 
` management consultancy services has resulted in the profession 
extending its activities far beyond its traditional role of auditor; 
these services are performed outside the requirements of 


"statutory or regulatory bodies. 


` By comparison with other professions, accounting firms are at 
- a peculiar disadvantage in that the numbers of people who might 
rely on an auditor’s opinion, and the sums involved, are virtually 


` unlimited. Maximum effort should be made by the profession 


in all nations to inform the user of accounts of the extent and 
limitations of the financial reporting responsibilities of the 


auditor and the position be clarified by an appropriate reference 
in the short-form report. z 
There is an urgent need for documentation of the objective 
of and reasons for accounting principles, with significan 
departures therefrom resulting in a reservation’ in the audi 
report. The auditor should assume a greater responsibility. i 


followed are the best in th 


, 


determining that the principles 
circumstances rather than just ‘generally acceptable : 

The role of the auditor is constantly in a state of evolution 
Paramount in the forces of change are the expanding use 
group, the courts and the regulatory bodies, dominating. th 
lesser influences of the client and the profession itself. 


Future profits 


If it is accepted that accounting is an information communi 
tion system, it is difficult to conceive that the auditor: ca 
continue to avoid any responsibility for reporting on’ futt 
profits to the extent that budgeted results become an-integrate 
part of that system. On the other hand, it would be disastro 
if profit forecasts were required to be ‘audited’; rather, th 
responsibility of the professional accountants should be clearl 
limited to a review of the profit forecasts for the use of manage: 
ment. E 
A qualifying statement should be expressed in simple an 
precise terms, as concisely as possible in the light of the pai 
ticular circumstances. It should note specifically and positivel 
the reason why and the extent to which, the auditor is ne 
satisfied, the effect on the financial statements and, wherev 
possible, the amounts involved. BS 
There may be rare occasions when an auditor is unable 
form an opinion. In this situation he should give a full 
planation of the position. Before qualifying his report, 
auditor should discuss the points at issue with management 





Reliance on other auditors 


Where the auditor of a parent company producing consolidat 
financial statements is not also the auditor of subsidiary com 
panies forming a material part of the group and has to rely « 
the reports of other auditors, he should take steps to satis 
himself of the competence and independence of the oth 
auditors. Such steps might include the use of questionnair 
letters of inquiry, review of working papers, direct oral com- 
munication and — where necessary and if possible ~ di 
access to the records of a subsidiary not audited by him. — 
It seems to be widely accepted that the parent company 
auditor should report the fact if, in the case of subsidia 
forming a material part of the group he has relied on ano 
auditor's opinion. He should also consider indicating in the 
audit report the proportion of the group’s net assets and inc 
which have been examined by other auditors. S 
The universal use of engagement letters would give weigh 
those who advocate that the audit report should be a simp 
expression of opinion and not an educational document. 
letter of engagement would constitute a positive step in defini 
the purpose and scope of the audit to the prime users T 
problem of enlightening the vast numbers of other users is 
so easily resolved, but a possibility would be for the « ngagem 
letter to be included as part of the annual report and financ 
statements. P P 





Offences against the law 


It is apparent that there exists a wide diversity both in legislatic 
and practice in relation to the reporting by the auditor’ of 
circumstances where a company has committed a materia 













flence: against- tbe aw The position < ranges frou the one 
xtreme in France (where the auditor is obliged to advise the 
rectog of Public Prosecutions of infringements against the 
aw) fo hat in most countries where it seems that such an 
ffence, if material, would result only in a qualification in the 
dit ‘report. ` 
‘The paper ricade with eleven ‘general principles’ and a 
suggested example of a simplified auditor’s report. These 
eneral principles are as follows: 






















(x). All companies should be required by legislation to appoint 
“professionally qualified independent auditors, to be ap- 
pointed by the shareholders in general meeting and re- 
quired to report back to the shareholders in general meeting. 


` GG) The auditor should be required to furnish a short-form 

report on the financial statements which have been pre- 

pared by management. The submission of a long-form 

report is entirely a matter of arrangement between the 

auditor and his client. 

“(3) The audit report should be a simple and concise expression 
of opinion, 

(4) The auditor’s primary responsibility is to the shareholders 

and his report should be addressed to them. 

Lei The audit report should specifically state which financial 
" statements are covered by the examination and opinion. 

(6) The report should always express an opinion and, where 
reservations emerge, these should be stated in simple and 
dear terms. 

y In the absence of malice both the audit report and remarks 
` made by the auditor at a meeting of shareholders should be 
privileged in law. 

(8) The audit report should clearly indicate that the financial 
~.. statements are the primary responsibility of management. 
) The auditor should have the right to attend general meetings 





Current Law 





‘company: Scheme of Arrangement 


OMPROMISE or arrangement’, for the purposes of 
ysection 206 of the Companies Act 1948, must indicate 
some element of accommodation on the part of either party, 
and cannot apply to a scheme where members’ rights are sur- 
“rendered or confiscated without compensation of any sort. 

A company limited by guarantee, and without a share capital 
or any right to dividend, had been formed in 1954, originally 
asa fat-stock marketing co-operative, and more recently (follow- 
ing a change in the articles of association) for the encouragement 
and assistance of fat-stock farmers and the farming community 
in general. At the material date, the company had as members 
about 94,000 farmers, but was effectively controlled by the 
National Farmers Union. 

Membership of the company was non-transferable and ceased 
on death. In a winding-up, surplus assets were divisible between 
members in such proportions as the board might determine, or 


and to be heard in relation to: any matter covering the S 
-financial statements presented to the meeting. 

(10) Professional bodies should require disclosure in the audit 
report of departures from definitive standards in the financial 
statements or notes thereto. 

(11) Professional bodies should. increase their efforts to inform 
users of financial statements of the extent and the limita- 
tions. of the financial. reporting responsibilities of the 
auditor. 


Consideration should be given on an international basis to 
the above mentioned. eleven general principles. Recognizing also 
that some of these objects may not be capable of achievement 
in the present legal climate, there should be a united inter- 
national front to strive for either the incorporation of account- 
ancy practices or the enactment of some statutory limitation of 
liability. 

The following is put forward as an example of a simplified 
auditor’s report: 


REPORT OF THE INDEPENDENT AUDITORS TO THE SHAREHOLDERS ` 


In our opinion, the financial statements set out on pages” 
[o0 to 00], which have been prepared and presented by manage- 
ment and submitted. to us for examination, are fair and 
reasonable. 


It is clear that the usefulness of the independent opinion may 
be imperilled if doubt is initially cast upon the credibility of the 
statements in the eyes of the users. Factors influencing this 
trend are the increasing volume of litigation and the argument 
centred. around accounting principles. 

These conflicts embrace not only the accountancy profession 
but in the wider sense the whole of commerce and industry. 
It is, therefore, suggested that a very much closer liaison should 
take place between the profession and the business community. 





failing such determination, equally. In April 1972, the com- 
pany had assets in excess of £3 million against liabilities of 
£25,000 and there was no immediate likelihood of a winding-up. 
Out of an income of £42,490 for the preceding year, only £8,000 
had been devoted to the objects of the company; directors’ 
fees accounted for £4,000 and other administrative expenses 
£8,000, leaving approximately {22,000 carried forward to the 
next year. 

A scheme of arrangement was formulated which would have 
reduced the number of members to five or six, the remainder 
losing all rights of every description, the avowed purpose 
being to reduce administrative expenses. At a meeting of 
members, 1,439 votes were cast in favour of this scheme and 
228 against. On an application to the Court for sanction under 
section 206 (2), five members opposed the scheme. 

In the Chancery division, Brightman, J., held that each 
member had an equal financial stake in the company — i.e. the 
right to participate in a surplus on winding-up ~ and, therefore, 
that the vote taken at the meeting satisfied the statutory require- 
ment for ‘a majority in number representing three-fourths in 
value’. It was, however, necessary to have regard also to the 
significance of the words ‘compromise or arrangement’; such 
words were not apt to describe a scheme such as the present 
in which rights were surrendered or confiscated. without com- 
pensation, and the scheme was one. which no member, voting 
in interest of members as a whole, could. reasonably approve. 
The application to approve the scheme "would, therefore, be 
dismissed. 

In re National Farmers Union Development Trust. Lid (116 


Sol J 679). 











Leek and Westbourne 


BUILDING SOCIETY 


will pay 5'25°%o per annum 


(WITH INCOME TAX PAID). 


Assets Exceed £400,000,000 


Established 1856. Member of The Building Societies Association 
Authorized for Investment by Trustees. 
Chief Office: Newton House, Leek, Staffordshire, ST13 SRG. Telephone: Leek 4351 
120 Branch Offices and over 300 Agents throughout the country. 








DEITZ E Marketing and 
eee GES Ss | Sales Forecasting 






COMPANY PRINTERS Collects together various techniques 
COMPANY AGENTS forecasting, ranging from the familiar” 


to the relatively new, and discusses the 
-Draft Memorandum and Articles implications of the varying degrees of 
“supplied by return of post 


certainty to be found in information 
“Company Seals and Books 


available to the forecaster. 
Notepaper, Bills, etc., printed 132 pages £2:25 hard cover. 
Rubber Stamps 


£1-75 flexi cover. 
All office requisites 


READY-MADE COMPANIES 


Kan inclusive 


- 38/40 FEATHERSTONE STREET 
LONDON EC 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 

































Marketing and 


Financial Control 
A. S. Johnson 


Describes the financial dimensions and 
implications of business activity and 
stresses the role of marketing functions 
in securing financial success. 

242 pages. £2 hard cover. 
£1:20 Devi cover, 


PERGAMON © 













































Make sure of your own copy 
of THE ACCOUNTANT 


SUBSCRIPTION ORDER FORM 


ease send The Accountant each week until further notice, commencing with: the issue Students’ Concessional 
: Subscription 


Date Studentship registered : 


Rates: £20 for two years; £10-50 for one year; £5-36 half-year. 
Airmail edition £14-25 for one year; £7-25 half-year. 
Students’ concessional rate £6 per year. 


ACCT 19/10/72 








REQUI RED for Trustee Clients 
Freehold property reversions 


SHOPS OFFICES OR INDUSTRIAL 


Full particulars to P. S. Winfield, F.R.1.C.S. 





Healey e Baker 





29 ST GEGRGE STREET HANOVER SQUARE LONDON WIA 3BG 01-629 9292 














Choose your 


INTERBREAKER 


holiday here 


Everyone’s looking for new and better ways to escape to 
sunshine next winter. Clarksons, the Winterbreakers, have 
found them. Short holidays and long holidays, lazy or 
lively, in ail sorts of sunny places. You can fly from Luton, 
Gatwick, Manchester, Bristol or Cardiff and leave winter far 
behind while you enjoy one of these tonic Winterbreakers. 


4 &5 day Sun-Breaks 


Majorca from £14, Benidorm from £15, 
Estoril from £20, Rome, Nice, Tunisia from £21 


8 & 15 day Sun-Jet Holidays 


ibiza from £23, Sicily from £31, Athens, Tunisia from £33 


15 day Mediterranean Cruises 


Your chance to spend Christmas in the Holy Land and visit 
Cyprus, Crete, Rhodes, Abens and Corfu. Depart 
December 20. Price from "ag 


And plenty more. A whole bookful of them 















“.Clarksons Winter Sun-Jet 
ee Gre KI 
Pick it up from your 


tocal Travel Agent now. 















BY GIVING TO CHARITY THROUGH 
A DISCRETIONARY COVENANT WITH 
THE CHARITIES AID FUND, 

your client enjoys the 
privilege of operating his 
own Charitable Trust. Both 
the beneficiaries and the 
donation amounts can be 
varied at will. The 7-year 
minimum need not apply if a 
clause is inserted 
conditional upon personal 
circumstance. The CHARITIES 
AID FUND prepares the deed, 
does all paper work; claims 
tax refund. The service is 
FREE when the National 
Council of Social Service is 
included among the 
beneficiaries. 


CHARITIES AID FUND 
TONBRIDGE, KENT 
Telephone: Tonbridge 62323 London Office: 01-636 4066 

















































































- Friends’ Provident keen: your savings safe and 
make them work harder for you! 





FP. Hi 


Second Issue 


h Income Bonds 





guarantee up to 


7%% income tax pai 





And all your money back at the end of the term. 


Friends’ Provident High Income 
_ Bonds offer you the chance to put 
your savings to work with com- 
plete security. The Bonds are 
backed by our Life and Annuity 
Funds which exceed £300 million. 


To see how much incorne each 
£1,000 could earn for you for the next 
10 or 15 years just look at the table, 


“Money-back” guarantee 
We guarantee to return the whole of 
your investment at the end ol the 
selected income term or, if you prefer, 
pay you a guaranteed income for the 
rest of your life. If you should die before 
the end of the term the income will 
cease with the payment preceding 
death and your investment will be 
returned in full to your Estate. 
Early Discontinuance 

You may, of course, cash your Bond at 
any time. If you cash it in the first year 
you would receive a return of 924% of 
your money. The amount payable, if 
you cash in subsequently, increases 
proportionally over the years until the 
end of the term, when. you would 
receive your original investment in full. 
in addition to the cash return you will 





Yearly income free of income tax 
secured by investment of £1,000 









Notes: 





1. These figures are net of income 
tax at 30%. 

2. The rates applicable to females 
are as for males aged 5 years 

younger 


have received income due up to the 
date of discontinuance. 


Taxation 
The income will be payable half-yearly 
and the first payment will fall due six 
months after the date of purchase. For 
tax reasons it is only possible to offer 
these Bonds where the purchase 
money comes from personal resources. 
The table shows the income after 
deduction of the new standard rate of 







Income Tax of 30% to be introduced in 
April 1973. 

As only a small part of the income 
is subject to. surtax these Bonds can be 
very attractive to surtax payers. No 
Income Tax or Capital Gains Tax is 
payable on the return of your invest- 
ment at the end of the term or on prior 
death, or on the amount payable on 
early discontinuance; but part of the 
payment at the end of the term or on 
early. discontinuance may be liable to 
surtax if you pay surtax at bat time. 


How to put your savings to work 
Decide whether you want a 10- or 
15-year Bond and complete the appli- 
cation form and send it to us or your 
Insurance Broker together with. your 
cheque. We. accept amounts in 
multiples of £100 with a minimum 
investment of £1,000 and a maximum 
of £50,000. We regret that the Bond is 
only available if you will be between 
DO and DO at the end of the income 
term. H you would like more inform- 
ation before committing yourself please 
write to our Life Agency Manager at 
the address shown in the coupon or 
ask your Insurance Broker. 


Forenames. 
Surname 
Address... 


Date sof Bit, 






SO 









aha, 
engs Dr 


To: Friends’ Provident & Century Life Office, 
Dept. Lon/Li, 7 Leadenhall St., London EC3P 3BA 


Fenclose € 


of years. 


fam resident inthe United Kingdom: ] agree that this application 
shail be the basis of the contract between me and the Office. 


Signature. 


Date 


ni fe fora a married \ women or wi vidow, te 
riage certificate must be produced}. 


| See Provident & Century Life Office ı 


Established 1832 Graup Funds Exceed £300,000,000 


Un units of £100). Please issue me with 
a Friends’ Provident High Income Bond for this amount for a term 











FINANCE AND COMMERCE 


Armstrong Equipment’s Managem en. 


EAM-WORK is the essence of the success of the Armstrong 
Equipment group in the past six years. At the head of the 
team are Mr Irvin Haylock, F.c.a., and Mr Harry Hooper, 
¿othe one being chairman and the other chief executive, and they 


~~ both sign what would normally be the chairman’s statement. 
~The other directors on the four-man board are Mr Fred Bogg 


and Dr Dennis Layne. 

The group makes vehicle suspension units and makes them 
successfully, particularly successfully since. Mr Hooper ap- 
peared on the Armstrong scene. The joint statement with the 
accounts says plainly: “The basis of the company’s success 
during the past six years has been the creation of a management 
team. dedicated to improving the earnings of the company 
dramatically by the application of modern techniques not only 

to manufacturing processes, but also to financial control, 
product engineering, training, O and M, marketing and 
‘distribution.’ 

The management base has been established to enable ‘not 
¿only a broadening of the company’s product ranges, but also a 
vertical integration from a sound manufacturing base and 
‘through deeper distribution of its products’. The extent of the 
change over the past six years is shown clearly enough in the 
record included in this week’s reprint from the Armstrong 

Equipment report and accounts. 


Economic background 


When considering the six-year record, economic conditions 
during that period should also be taken into account. It should 
be appreciated that the company, despite the broadening of its 
product and marketing base, is closely associated with the 
motor industry which has been buffeted by ill winds from many 
directions. Currently, some 50 per cent of sales go to the 
motor industry; development having taken the company into 
the aircraft, industrial fastenings and building engineering 
industries. 
_. In 1970~71, substantial progress was made against a back- 
„ground of turnover lowered by strikes.in the motor industry and 
“by a turndown in the UK economic position as a whole. In 
1971-72 considerable further progress was achieved during a 
year in which the country’s economy turned upwards only dur- 
` ing the last three months of the financial year. and during which 
the power shortages in February reduced earnings. 

The joint statement by the chairman and chief executive 
comments: ‘It is too much to hope that during the next several 


SE years there will not be similar interruptions to the smooth 


“pattern of trading with which we have had to live during the 
past three years, but we are confident that the in-depth planning 


z which has procured the gains during the past several years will 


result in further and accelerating progress in the years im- 
mediately ahead.’ 
It is, as the statement adds, ‘a tribute to both. the efforts of 
the Personnel and Industrial Relations Division and the goodwill 
-iof its work-people that this company has completed the last two 
difficult years without major industrial relations problems’. 
In the six-year record there are two statistics not usually seen in 
British company reports — ‘Average earnings of UK employees’ 


and ‘Sales per employee’. Average earnings have clearly ad. 































Tear 


vanced. The trouble with statistics, however, is that they ni 
amplification and while ‘average earnings’ and ‘sales 
employee’ are useful facts, a six-year record of number 
employees and total remuneration would be decidedly hel 
The directors’ report records that the group. employee 
average of 3,238 people during 1972 as against 3,627 in 19 
and that their aggregate remuneration was {4,740,249 as aga! 
£4,406,272. The: number of employees has been falling for so 
years andit was as high as 5,000 in 1969. The reduction t 
present level has almost all been the result of ‘natural wastag 

And in that, of course, is one of the pressing problems 
time. The demand, the need, and, indeed, the necessity. 
efficiency and still more efficiency, but. efficiency — as 
Armstrong Equipment record shows well enough ~ e ma 
industry more capital intensive and less labour intensive. 

Armstrong Equipment’s main UK centre is at Melton 
Hull, and that area is a ‘grey’ one in economic terms. 
centralizing of the company’s administration at Melton is 
playing its part in the continued progress in increasing effici 
and in improving the earnings of the company. 


Government's problem 


As modern industry becomes more efficient, its need of la 
is reduced and the need for the introduction of new industr 
to provide work increases. The striving for efficiency is 
necessity for industry, and the provision of new work can 
regarded as a problem for Government, although a resu 
further problem is the attraction of inefficient industr 
Government grants and tax relief. 

Is it for companies to be efficient and for Governments 
deal with the problems posed by that efficiency? Armstron 
Equipment exports its efficiency in the shape of an extre 
successful export business and equally successful opera 
overseas. Strategy in Europe has been reviewed with a d 
selling effort mounted in all European countries and a 
substantial marketing gains already achieved. Sales to Car 
and the United States from the UK company are con 
mainly by successful warehousing and marketing compani 
those countries. 

Manufacturing capacity in Canada is being consider 
increased and it is typical of Armstrong Equipment eici 
that despite the oncost of building and equipping, the Cai 
company has maintained its contribution to group earnings 
at the same time is self-financing its own expansion, Au 
South Africa and Spain are other manufacturing areas, 
companies in ten countries are licensed to make Armstr 
products. 


Leisure 


HE leisure industry’ has been the subject of much inve 
ment, consideration and ‘in-depth’ review, but there 
room to consider that a good many investors and nota f 
companies have got hold of the wrong:end of the leisure sti 
Operating amusement parks, bingo halls, dolphinaria and 
rest has not been an ontstanding: success in so far as stock-marke 
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ARMSTRONG EQUIPMENT LIMITED ` 


SIX YEAR RECORD 1968 





f sued Ordinary Capital (2000s) 4,405 1,050 
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estment is concerned — and that to a considerable degree is 
mark of success or the lack of it. 

e company that has certainly got hold of the right end of 
leisure industry stick is Campari Ltd whose 1971-72 
ts recently issued show pre-tax profits up from £275,973 
£447,031. Campari, in the words of the chairman and joint 
naging director Mr J. G. Benscher, ‘supplies the needs of 
yple at leisure’ and supplies them through four Campari 
isions; camping, marine, leisurewear and footwear, and that 
added up to a turnover of £3,756,673 in the past year com- 
ared with the previous year’s £2,538,924. 

Me Benscher considers that the Continent is at present even 
more leisure minded than the UK, and the company’s initial 
oves into Europe are ‘very encouraging’, and a continental 
stribution network is being set up. The Campari view of 
isure is that people are ready to spend a lot of money in 
kitting themselves up to enjoy it. Energetic leisure is Campari’s 
arket and if people are going to work less, then energy will 

ely go into leisure. 


Shock for Armour 


CQUISITIONS of ‘special situations’ are sometimes apt 
to be decidedly ‘special’, and so it was with Armour 
‘rust’s take-over of the Tizer soft drinks company over the turn 
the year. Mr John Read, chairman of Armour, recounts in his 
“annual statement that in the offer documents sent to Tizer 
bareholders in December 1971 the Tizer directors, ‘after 
consultation with their advisers, forecast a pre-tax loss in the 
region of {90,000 before charging exceptional expenditure of 
27,000 for the year to December 31st, 1971. 

When the accounts were completed the losses disclosed 
mounted to £244,000 before charging exceptional expenditure 
of £140,000. Mr Read comments that ‘a lack of effective control 
systems was a major reason for this disturbing situation’. New 
financial and operational controls have been aes but losses 


continued until the new system became effective. On a monthly 
basis the Tizer company is now trading profitably. 

A rationalization programme designed to return Tizer to a 
good level of profitability has already led to the realization of 
material sums from the sale of surplus assets, including the sale 
of un-needed properties at figures well ahead of book values. 
Finance and property and food manufacturing investments are 
currently the two main development areas of Armour Trust, 
whose directors may not in future be inclined to put a lot of 
faith in the views of the ‘advisers’ of special situation companies. 


Market Research 


PENDING in Britain with market research companies is 

estimated to have reached £21 million a year, compared with 
only £15 million two years ago. Mr Martin Maddan, chairman 
of AGB Research, the largest European consumer market 
research company, estimates that {15 million of the {21 
million is spent by manufacturers, public authorities and others 
on ad hoc special surveys. A further £6 million is estimated to 
be spent on continuous syndicated market research services. 

In the year to last April, AGB Research’s own turnover was 
£2,490,124 — turnover being net charges (excluding inter- 
company charges) for services rendered. This was £543,390 
higher than in 1970+71 and pre-tax profit at £373,748 showed 
a 24°3 per cent increase on the previous year. At op earnings 
per share rose 25 per cent. 

Having firmly established an operating base in Britain and ` 
having built strongly on that basis in the past decade, AGB ` 
Research is now turning more of its attention to the Continent 
where the company was a founder of Europanel, an association 
of Western European companies carrying out a similar range-of 
research operations. AGB Research now owns 82 per cent of the 
equity of Intomart NV, a Dutch member of Europanel,-and 
AGB's intention is to-follow this first move ‘with other steps 
when circumstances are favourable’, 










Legal & Gener k 


Interim Report. First half of year 1972 S 








* Success of new ordinary life products is highlighted 
by growth of 70% in new U.K. premiums. 





%* New pensions premiums £12.8m (1971 : by 15) 
reflect the popularity of new range of pensions contracts. 


* so% increase in general insurance premiums at £ 17.6m. 


X New business targets are being exceeded in line with 
declared aim of profitable growth. 


* Interim dividend of 2.00p per 5p share (1971 : 1. 925p) 
will be paid on 4 ee 1973. 


Legal & Generals 
financial Sa 


9- 


General 


benefits 
policyholders and 
investors 


Copies of the full Kaz Report may be 
obtained from the Secretary, Legal & General 
Assurance Society Limi wart, 
11 Queen Victoria Stree 














Many hundreds of accountants have found the right job 
through this useful service. Our information. centre {near 
Moorgate Station) provides details on jobs, prospects and 
-elent firms: ‘Consultants are always available to discuss 
your requirements and to offer expert advice. 


will be posted to you or you can drop in and ~ without any 
form-filling ~ study the classified registers. Over 500 vacancies 


~ inthe U.K. and overseas offer you the widest choice. Ring 
_for relevant list! 




















‘Public Practice: L. Kelleher, 01-628 4550 
< More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
: 4o Partners: Salaries: U.K. -up to £5,000; Overseas -up to 


< Commerce and Industry: R. Thornhill, 01-628 8860 


Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+. 


Temporary Staff: M. Farrer, 01-628 0391 
Terms are better than is usual for temporary assignments. 


EMPLOYERS: Our register of candidates lists hundreds of 
` accountants we have interviewed in depth, and perhaps one 
— of them is the man you seek. To find out ring me now and 
Tshall let you know within the hour. 

; R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


47 Finsbury Court, Finsbury Pavement, London ECZA 1HT 


For people with capital, 
our Trustee Scheme for 
school fees offers numer- 
ous advantages. 


Capital is released from 
estate. duty liability in- 
stantly. Termly payments 
are free of income tax, 
surtax and capital gains 
tax. Under this Scheme 
£2,229 will produce (open to parents, grand- 
fees of £750 a year parents and others) fees 
for 5 years starting in can be taken care of well 
` 10 years time. in advance. 
` Saving; £1,521. Full details on request. 


















Example 
A capital sum of 
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SCHOOL FEES INSURANCE AGENCY LTD 


10 Queen St, Maidenhead, Berks. (0628) 22323 or 31010 (24 hours) $ 
Incorporated Life Assurance Brokers 

















THE INCORPORATED. 
ASSOCIATION OF COST AND 
INDUSTRIAL ACCOUNTANTS 
LIMITED 


(BY GUARANTEE) 


‘THE COST ACCOUNTANTS’ 
ASSOCIATION’ 
FOUNDED 1937 
Membership by Examination 
only. Syllabus on application 


from the Secretary, at 


60a STATION ROAD 
UPMINSTER 
ESSEX 


External Examinations are held half-yearly 
in London, and at such other places as 
circumstances warrant. 





Internal Examinations may be arranged at 
Municipal and Similar Colleges. | 


For nearly 100 years we 
have published books for 
the accountancy profession, 
especially textbooks for 
students. 


THE LARGEST SELECTION OF 


ACCOUNTANCY AND 
MANAGEMENT 
PUBLICATIONS 


Distributors for publications of 
THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 


THE CITY LIBRARY 
GEE & CO (PUBLISHERS) LIMITED 
151 STRAND, LONDON WC2R IJJ 









e~'TOCK markets have been in neutral waiting for the lights 
O to change and the wait was becoming a little nerve wracking 
before the Government-CBI-TUC talks were resumed. But 
there has been an underlying reason for confidence in evidence 
-that the Government’s grail of a 5 per cent economic growth 
“yate is not out of reach and, indeed, is attainable without much 
further effort provided inflation can be checked by voluntary 
_-acceptance of responsibility by Government, industry and 
: unions. 

-Evidence of voluntary acceptance of responsibility and of 
“restraint versus irresponsibility and continued rampant inflation 
are the extremes of an issue which investment opinion finds 
difficult to judge in terms of the stock market. Acceptance should 
< provide a basis of confidence and a basis of investment support, 

whereas irresponsibility could either lead to speculative buying 
¿on an inflationary basis or confidence-shaken selling on grounds 
that the chance of economic progress and stability for the 

United Kingdom as entry into Europe approaches has been 

irretrievably lost. 

These are the extremes of view both of the problem and of the 
reaction to the outcome. In both cases there could be a compro- 
„mise, if not exactly a middle road, with some prospect of areduced 
rate of inflation and, therefore, some prospect that true economic 
> growth benefits will not be entirely lost. 
a i a A * * ok 
As week’s issue of two million shares in the Commercial 
; Bank of Wales is the immediate prelude to the opening 
of the doors of the bank at its head office in St Mary Street, 
` Cardiff, at the end of the month ~- October 30th. The bank will 
` then have an issued capital of £5 million, the major shareholders 
including The Hodge Group, First National Bank of Chicago, 

Hambros Bank, Charterhouse Japhet, two insurance companies 

` and various South Wales commercial and institutional interests. 








RATES AND PRICES 


Closing prices, Tuesday, October 17th, 1972 


Bank of England Minimum Lending Rate — Oct. 13th, 1972. oi 


Treasury Bills 


Aug. ri £57687% Sept. 15 .. £66391% 
Aug. 18 57702% Sept. 22 .. £66999% 
" Aug. 25 £58260% Sept. 29 .. £6 6252% 
Sept. 1 £58872% Oct. 6 .. £66676% 
Sept. 8 L63427% Oct. 13 . £6 6890% 
Money Rates 
Day to day .. 6 -62% Bank Bills 
<y days 64-63% 2 months 7is-74 % 
Fine Trade Bills 3 months -- 78-7} % 
: 3 months .. 8-9 % 4 months -- 745-74 % 
A months .. 8 -9 % 6 months .. 8 -81 % 
6 months .. 83-94% 
Three Months’ Rates 
Local authority deposits 7%-7} 
Local authority bonds 65-74 
Sterling deposit certificates 78-74 
Euro-sterling deposits 84-84 
Euro-dollar deposits .. 53-64 


City Notes 


Funding 5}% 78-80 845° Treasury §°% 86-89 e 
Funding 54% 82-84 818 Treasury 54% 08-12 .- 
Funding z4% 87-91. .. 71d Treasury EI ae 
Funding 6% 1993 1. ih Victory 4% e 
Funding 64% 85-87 Be: War Loan 34% 
















A branch office will be opened at Swansea in the near future an 
in North Wales within 12 months. The bank’s formation. m 
operation is, of course, the realization of the ambition of S 
Julian Hodge, LL.D., F.C.c.A., who is the bank's first chairm: 
The bank will be all things to all Welsh people, commerce ar 
industry — and the Welsh, no doubt, will make it successful. 


L rarely prove less than anticipated, but they do 
necessarily always prove as ‘more’ as those of Clarkso 
packaged holidays. Having lost £247 millio 
will prove to have lost more in 1972 instea 
A provision of £1-5 million has been made for 


* * * 


AKE-OVERS not only split boards during a take-o 

battle but invariably lead to problems after the ‘peace’. 
P & O directors, and even the Bovis directors now consideri 
their positions ‘for’ Bovis and ‘against’ Inchcape, may cons 
the situation at Watney Mann. Mr George Duncan, t 
company’s chief executive, and three other directors are lea 
the company which is now part of the Grand Metropol 
Hotels group. Mr Duncan's position is exceptional in that 
joined Watney Mann from Truman when Grand Metropolit 
took over that company. Both in Truman and in Watney M 
he opposed the Grand Metropolitan take-over. Mr Dunean 
understandably, is not anxious for another executive position 
the brewery industry. 





Finance House Base Rate — October rst, 1972. 74% 
Retail Price Index (16.1.62==100) 165°5 (from 164°2, 22.8.72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer). 


Foreign Exchanges: 
New York 24071 Frankfurt: .. 
Montreal 2°3637 Milan SS 1402) 
Amsterdam 78125 Oslo ER D 1s 
Brussels ` 10637 Paris D ve a <- 
Copenhagen 16:6075 Zürich 
Gilt-edged 

Consols 4% 4if Savings 3% 65-75 
Consols 28% ~. 264 Treasury 9%. 1994 
Conversion 34% 363 Treasury 8}°% 87-90. -. 
Conversion 51% 1974 974 Treasury 64% 1976 -- 

Treasury 3474 77-80 +: 


Funding 33% 99-704 -= 44% 


Funding 47% 60-90 Treasury 34% 79-81 <> 













Letters 


AT and Inflation 


IR, — With reference to the three letters appearing in your issue 
‘October 12th, replying to Mr Tropp’s letter of October sth, 
enot your correspondents casting aspersions on the knowledge 
and common sense of Mr Tropp? Surely, if they stop to think, 
they must realize that Mr Tropp, who is a qualified accountant, 
is‘expected to understand how to calculate VAT on a correct 
asis! 
His letter surely implied that the cascade effect he was 
ilustrating is how the general businessman will treat his VAT, 
especially if he can get away with it; and how is the ordinary 
man in the street to tell whether it has been calculated on the 
‘fair’ basis as laid down by the legislation, or the unfair basis 
hich will no doubt be perpetrated by a considerable number of 
gue traders? 
= Yours faithfully, 
‘London NW3. L. RICKMAN, F.c.a, 
IR; ~ In theory, VAT is not a ‘cascade’ tax. From my recent 
scussions with various businessmen and their accountants, it 
ould appear that the practical effect of the introduction of 
'T is going to be that of a ‘cascade’ tax and it is this that is 
g to give a highly inflationary impetus to the economy of 
de country. Your correspondents should look to mainland 
rope to see the inflationary effect that VAT has had on the 
nomies of the countries that have introduced it. 
In any case, the theoretical effect of VAT could be encom- 
assed by charging a percentage tax on gross profits. This should 
| my opinion, give the effect of VAT without the necessity of 
e cumbersome administration procedures which have been 
eveloped, and without causing any excuse for businessmen to 
crease their margins and thus increase the rate of inflation. 


Yours faithfully, 
ALAN TROPP, F.c.a. 





London Wr. 


Qualified Accountants 


R, ~ May I seek the further courtesy of your columns to reply 
‘Mr Ndansi’s letter (October 5th, issue)? The very point that 
emphasized, surely, was the failure of the Institute of Chartered 
Secretaries and Administrators to plan ahead effectively in 
tofessional terms; indeed, by their lack of policy they have 
abandoned the company secretarial fields to accountants and 
awyers. 
Abuse is no substitute for reasoned argument, nor is emotion- 
sm. It is pointless to claim that the services of any professional 
body are essential either ‘for the United Kingdom’, or ‘for the 
world at large’ (whatever that vague phrase may mean); this is a 
latter entirely for the potential consumers of those services to 
decide, and it appears appallingly clear that right now they 
prefer the services of lawyers and accountants to those of 
secretaries. Indeed, research carried out in recent years has 
shown the salaries received by chartered secretaries to be con- 
sistently lower than those received by accountants — a further 
indication of the inferiority of the secretary compared to the 
accountant. 
It is equally irrelevant to refer to British traditions of 
humanitarianism (Britain’s glory was as an Imperial power, and 
her empire was founded, not by humanitarians, but by ad- 
venturers and pirates) and the ‘high standard of education’ is 








































equally fictitious ( 
example). 

Mr Ndansi has completely misunderstood the reasons why 
the more intelligent chartered secretaries are re-qualifying as 
accountants; it is simply that it is necessary to possess those 
gualifications currently commanding the greatest respect in 
one’s fields of interest. While in the past it has been possible 
to obtain posts as accountant, company secretary and director — 
as I did in the past — I do not believe that my possession of a 
Fellowship (gained under the more exacting regulations of 1961) 
is, today, the most appropriate qualification, even supplemented 
by other qualifications including a post-graduate one. 

However, the original argument turned upon whether or not 
a chartered secretary, per se, possessed recognized accountancy 
qualifications, and no evidence has been produced. confirming 
such a claim; indeed, as a previous correspondent pointed out, 
the Companies Acts 1948-67 speak against such a.claim. A 
comparison of the respective syllabuses of the Chartered 
Institutes, the Certified, and the ICMA reveal vastly greater... 
demands in terms of syllabus content and examination hours ` 
devoted to ‘accountancy’ studies, as compared to the require- 
ments of the CIS. Furthermore, all professional accountants are- 
required, in addition to formal training, to possess approved 
practical accounting experience, whereas the chartered secretaries _ 
only require office experience — except for the Fellowship when, 
until-a few years ago. actual experience as a company secretary 
or equivalent was required. 

; Yours faithfully, 


Jy AvH. LAURENCE, L.C.P., DIP.A.E.S., 
F.C.LS., A.M.B.LM, 





markedly inferior to that of the French, for ` 





Sunderland, 


The Silly Season 


Sir, — I don’t suppose it matters much but as the printer failed. 
to obey the instruction ‘PTO’ in my letter published in your 
issue of October sth, a sentence was omitted which should have 
introduced the second quotation lifted from section 15 (4) of the 
Housing Finance Act 1972. 

One is apt to lose marks all the way through life by writing 
on both sides of the paper. Indeed, I seem to remember that 
the erudite Godley’s epitaph on an examiner ended: 


f... and be this stone on one side only graven.’ 


Yours faithfully, 
Tunbridge Weils. C. I. R. HUTTON. 


[We apologize for our ‘monolateralism’. The sentence omitted 
from Mr Hutton’s earlier letter should have preceded his second 
quotation (‘Any provision of this part of this Act —’) and reads as 
follows: ‘May I also draw the attention of your readers to the 
helpful definition in section 15 (4) of the said Act? — Eprror.] 


Industrial Accountants 


Sir, — I would like to refer to the letter of Mr Gilpin (October 
r2th, issue). I suggest Mr Gilpin is ‘splitting hairs’ with regard to 
the statement, ‘Industrial Accountants Merger Project’. 

This statement is in no way detrimental to the Association of 
Cost and Industrial Accountants, and it is untrue to say that it is 
misleading and incorrect. The majority of members in both 
bodies [the Society of Commercial Accountants and the 
Institute of Company Accountants] are employed by industrial 
undertakings in accountancy and managerial capacities. 

I am, therefore, at a loss to understand why Mr Gilpin makes 
a blatant statement suggesting their members do not offer a 
service to industry. 

Yours faithfully, 
Nottingham. GLENN STRANGE, A.c.1., A.B.S.C., A.A.CRS. 


Registered Student, Institute of Company Accountants. 
Registered Student, Society of Commercial Accountants. 


A Changing World 


London Accountants’ Jersey Conference 


HE Channel Islands, administratively 

if not geographically, fall within the 
area of the London and District Society 
of Chartered Accountants — a con- 
venient disposition which provided Lon- 
don with an ideal setting for last week’s 
conference on “The Changing World 
of the Accountant’ at the Mermaid 
Hotel, Jersey. Many of the participants 
were accompanied by their wives, for 
whom an attractive alternative programme 
was provided during the lecture sessions. 


Jersey's unique situation a 
Following a cordial welcome to the 
island by Senator du Pré, chairman of the 
States of Jersey Tourism Committee, 
Mr A. J. Hardcastle, r.c.a., the conference 
chairman, introduced the first speaker — 
Mr Colin Powell, economic adviser to the 
‘States of Jersey. 

‘An offshore haven with a name of 
respectability’ said Mr Powell, ‘can 
offer its larger neighbours advantages’. 
Jersey had its own separate structure and 
level of taxation; the rate of income tax 
had remained at 20 per cent since 1940, 
and there were no estate duties, capital 
gains tax, purchase tax or VAT. 

A low standard rate of tax, on the 
other hand, was not the whole picture; 
Jersey had virtually no double taxation 
treaties in force, so that income received 
from the USA, for example, would 
attract the 30 per cent withholding tax at 
source plus Jersey income tax on the 
balance ~ a combined effective rate of 
44 per cent. The Channel Islands had 
negotiated special terms which amounted. 
to their effective exclusion from the 
Treaty of Rome, and thus were free of 
any obligation to harmonize, in par- 
ticular, their tax structure with that of 
the EEC nations. 

In view of Jersey’s position as a 
potential international finance centre, 
some of her present commercial legis- 
lation was outdated. With these develop- 
ments, Mr Powell foresaw for the island 
‘the prospect of an active and hopefully 
profitable future, ensuring a place in the 
sun for accountants’. 

For his paper on “Taxation ~ Current 
and future prospects’, Mr Halmer 
Hudson, F.c.a., took the standpoint of 
an accountant ‘looking back’ from 1982. 
Following the ‘EEC Taxes Act 1982’, 
he suggested, a White Paper had ap- 


peared on the form of an EEC corporation 
tax for multi-national companies, with 
corresponding exemption from national 
taxes. Continuing objections, initially 
from the French and subsequently from 
Italy, had prevented any significant 
progress towards a standard form of 
multi-lateral double tax agreement; and, 
within the UK, VAT was now applied 
at three rates of 74, 15 and 30 per cent. 

Other UK developments in. the late 
1970’s had been the reform of income 
tax to.a calendar year basis, and a number 
of modifications in corporation tax. Due 
dates for payment of corporation tax 
were being accelerated, but with more 
generous rules for the carry forward: or 
back of unrelieved foreign tax, and the 
allowance of ‘free depreciation’ (up to 
the limit of the amount written off in the 
taxpayer’s books) which had done away 
with tax equalization reserves. 

The UK, by 1982, was now clear of the 
transitional and anti-avoidance measures 
which had followed the introduction of 
an inheritance tax in place of estate duty, 
but he recalled the lawyers’ peak year of 
1974, in which testators had been 
allowed one year’s grace in which to 
amend their wills. 

Mr Hudson ended his paper with an 
impassioned plea for an end to sloppy 


The conference chairman and some of the speakers at the inaugural reception. Left to right: 
Messrs P. G. Corbett, EC A ` lan Hay Davison, 8.Sc.(Econ.), F.C.A.; Alan Hardcastle, F.C.A. 
(chairman) ` A. R. K. Hardcastle, F.C.A.; and Halmer Hudson, F.C.A. : 


‘inflation in some degree had bee: 


_problem which must be reco 
decision-making. 















draftsmanship of fiscal Acts, and ‘fo 
logical and tidy Statute Book in con- 
tinuously updated form. If there we 
any potential Chancellors. of the E 
chequer in the audience, he would ha 
given them plenty to think about. 

Mr Cyril Shaw, F.c.a., remarked d 


feature of life for very many years, an 
tended to be ignored until family 

business pressures brought it to notice 
Inflation in the UK was now within: th 
range of 4 to 12 per cent, presentin: 
gnized 


































Preserving income 
He demonstrated how a progre 
of dividends paid, rising from 17p to 24 
per share over the years 1960 to 197 
had done no more than preserve’ th 
shareholder’s income in- real rer 
Though the ASSC’s proposals for re 
nition of inflation in published accor 
were a move in the right direction, 
doubted whether they would gie 
realistic result in all cases; the 
indices were not appropriate for a 
companies or for all industries. Co 
escalation could exceed significantly 4 
decline in value of the £ ~ particul 
where, for instance, several contracto 
within a small area were bidding against 
one another for casual labour. A pricin 
structure which failed to take account oi 
replacement costs was unfairly penaliz 
the shareholders; even if it proved iz 
possible to charge such prices in full, the 
company ‘should at least know how muc! 
it was giving away’, ; 
‘All assets must earn their keep 






& 


The presence of the ladies was particularly welcome. Left to right: Mr and Mrs l. F. H. Davison; 





Mr and Mrs R. Brandt, and Mr and Mrs L. T. Gardner. 


leclared Mr Shaw. He derided the 
thought that ‘divestment’ was an un- 
aéntionable word; there were circum- 
tances in which the proper and sensible 
urse might be to pull out and invest 
éwhere. He advocated a policy of ‘post- 
roject audit’ to ensure that projects 
vere living up to the economic expecta- 
ons on which the original decisions had 
been made. The consequences of a 
wrong decision might well be bankruptcy. 


Two blunders 


Mr P. G. Corbett, F.c.a., thought that 
the world of the accountant would be 
changed for two major reasons ~ an 
awareness of the true nature of existing 
needs, and the development of new 
needs, such as the disclosure requirements 
of the Industrial Relations Act. 
Accountants had been too closely 
attracted by the mathematical neatness 
of double-entry book-keeping; until 1948, 
call concern on published accounts had 
_ ‘been concentrated on the balance sheet. 
` Whilst correctly appreciating that ‘profit’ 
was the difference between wealth at the 
beginning and end of the accounting 
period, the profession had made, in his 
view, ‘two appalling blunders’ — first, in 
-equating this with the difference between 
two balance sheets, and secondly in 
“compounding the problem by saying that 
not all profit was profit, and that some 
items should therefore go straight to 
reserves. 

The standard form of audit report 
referred to ‘a true and fair view’; un- 
fortunately, reality and objectivity, as 
ideals, lay at opposite ends of the same 


path. Thus the requirement of ED6 to 
take profit on part-completed contracts 
was in conflict with the ‘prudence’ con- 
cept in SSAP 2, whilst ED7 differentiated 
between unrealized surpluses on fixed 
assets and on current assets. Each of 
these positions was defensible in isola- 
tion, but they scarcely contributed to a 
well-thought-out whole. 

Published accounts should not seek 
to be all things to all men, Mr Corbett 
concluded. He displayed a Which?-type 
chart demonstrating the different in- 
terests of potential ‘consumers’ of ac- 
counts, and suggested that accountants, 
if they were to qualify for a ‘best buy’ 
award, should be marketing a better 
product at a substantially higher price. 


Accounting research 


Professor E. Stamp, M.A., C.A.(CAN.), open- 
ed Saturday’s proceedings with the claim 
that, when practice gets into difficulties, 
it is proper to turn to theory and research. 
Accounting research, he thought, had 
suffered from false analogies with science; 
accounting was as much of an art as a 
science, and was primarily concerned 
with measurement of economic 
phenomena in a form useful to the user. 
As a simple example, he instanced the 
purchase and resale of a house, at a 
time when the specific price index of 
residential housing had increased at a 
more rapid rate than the general price 
index. recognized in current ASSC 
thinking; what ‘profit? had the owner 
made, if he still had to live somewhere? 
He spoke of the inauguration of an 
‘International Register of Research in 





Accounting and Finance’ ~ IRRAF = 
to. eliminate duplication of effort and 
co-ordinate accounting research activity, 
and called for greater support from the 
profession. It was unfortunate that many 
academic accountants had sought ‘re- 
spectability’ by allying themselves with 
other disciplines such as economics, 
finance or management sciences. What- 
ever views members present might hold 
of the relative standing of the [English] 
Institute of Chartered Accountants and 
the Institute of Cost and Management 
Accountants, there was no doubt that 
management accounting attracted more 
respect within the universities than did 
financial accounting or auditing. 


The Institute’s task 


Mr J. M. Renshall, M.A., F.c.A., had a 
tremendous task in outlining his theme 
‘How is the Institute influencing change’? 
even though he limited his paper to the 
three broad fields of accounting standards, 
local authority audits and EEC entry. 

In the field of accounting standards, 
the profession had been virtually con- 
fronted with three choices: to do nothing 
and let anarchy prevail, to hand the 
problem over to government, or to 
improve its own rule-making procedures. 
As a conscious response to changes in 
the business environment, the inception 
of accounting standards had attracted 
generally favourable response from ac- 
countants, from the press, the business 
community and government. 

The audit clauses of the Local Govern- 
ment Bill had been completely recast 
to give professional firms equal standing 
with the district audit service over the 
whole range of local authority accounts — 
an opportunity never before available. 
Though the profession had had to accept 
stringent safeguards [The Accountant, 
March znd and April 2oth] this reversal of 
the ‘all-district audit’ policy of the London 
Government Act 1964 was a victory for 
two decades of patient work. 

Against the background of impending 
EEC entry, it was disturbing to find so 
many people still thinking that ‘it can’t 
happen to us’, or that EEC legislation 
would have no significant effect within 
the UK. The first EEC directive, on 
public registration of information, was 
already effectively adopted by clause g 
of the European Communities Bill; 
further directives were in draft dealing 
with company law, accounts, groups of 
companies, management structure and 
audit, and other matters of primary 
concern to accountants in the UK. 


Decided views 

Now that the Special Committee on 
Future Development, of which he had 
been a member, had reported ‘in com- 


SOA student 


By courtesy of ihe Post Office 


wins 
coveted award 


"Once again a School of Account- 
aney- student has won a major 


award. Mr. D C. Purt of 
Sunbury-on-Thames, passed Part 
L of the Institute of Cost and 


“Management Accountants exam- 


oi ination in May 1972... . won 


> first. place, and the coveted 
~ Roland Dunkerley Memorial Prize. 


“Phe School of Accountancy’s 
record of awards in the major 


“professional examinations is out- 


standing. Among the hundreds of 
passes in these examinations, 
SOA students score consistently 


` high marks, frequently carry off 


the biggest prizes and the most 
important awards. 
The success of an SOA course 


‘comes from the special attention 


that is given to each student. 
Qualified tators, each a specialist 
in his field, are assigned to guide 
the stadent through the carefully 


planned study material and culti- 
vate in the student the confidence 
that comes from a sound know- 
ledge of the subject. To the 
student, SOA courses are mean- 
ingful, worthwhile, interesting — 
and they work! 

School of Accountancy have 
sufficient confidence in their 
courses themselyes to give a 
guarantee of successful tuition: 
once you've enrolled, tuition 
continues, at no extra charge, 
until you are successful. This gives 
you the kind of security that helps 
you to give all your concentra- 
tion to the subject you're studying. 

No matter what your speci- 
ality, SOA has the course that will 
enhance your status, improve your 
salary, speed your promotion. 
Write today for FREE details 
and read about how SOA will 
help you to qualify for success. 


eet oie 


SEND FOR FREE DETAILS TODAY! 


To: School of Accountancy & Business Studies, _. | 
421 Regent House, Stewarts Road, London SW8 4Ud (Tel 622 9911) or 
| Regent House, 341 Argyle Street, Glasgow G2 8LW (Tel 041-221 2926) | 


jam interested in: 


(subject or examination) 


| _ Occupation 


{PLEASE PRINT) | 








Ñ -Accredited by the Council for the Accreditation of Correspondence Colleges, 
“Member of the Association of British Correspondence Colleges. 









A legacy for the Methodist Homes for the 
Aged is a means many generous people adopt 
in expressing gratitude for their own home 
and for security and peace-of-mind in their 
old age. 

There are so many who are less fortunate and 
for lonely and anxious old people the Metho- 
dist Homes for the Aged are a haven and a 
home. Our constantly growing income from 
legacies, more than any other factor, bas en- 


abled us to provide thirty Homes but ` 


unfortunately even these will accommodate ` 
only a few of the hundreds of deserving 
people on the tragically long waiting list. 
We have several excellent sites for new Homes 
which can only be developed when urgently 
needed capital is available. Will you please 
bring this to the attention of clients who are 
making their will? 


Methodist Homes 


A fortheAged 


General Secretary Rev. R. J. Connell, B.A., B.D. 
1 Central Buildings, Westminster, London SW1 








Your probably already know that your best 
insurance against failure in the Chartered 
examinations is to take a Foulks Lynch home 
study course. 


it is a fact that students who work 75% 
or more of their Foulks Lynch course stand 
a substantially better chance of success. 


Your chances of passing at the first attempt 
will improve even further if you attend our 
intensive revision classes. Ask the Enrolment 
Officer, Mr E. S. Moore, for full details of 
Foulks Lynch home study courses, Graduate 
package courses and day-time and evening 
classes. 






insure your SUCCESS... 


H. FOULKS LYNCH AND COMPANY LIMITED 
4 CHISWELL STREET, LONDON ECIY 4UR. TEL. 01-606 0255 






CHARTERED INTERMEDIATE 
Intensive revision classes will be held in London for four weeks com- 
mencing February 5th, 1973. Preceding the main course, there will be an 
optional extra week devoted entirely to basic book-keeping and accounts. 
These classes are equally suitable both for those who have unsuccessfully 
sat the examination and those who are preparing for their first sitting. 


CHARTERED FINALS PARTS I AND H 

The next series of eight-week intensive revision classes commence 
March 19th, 1973. Book early to be sure of a place. These all-embracing 
full-time classes can substantially increase your chances of success and are 
open to all students, regardless of whether they are taking a Foulks Lynch 
home study course. 


EVENING CLASSES 


From February 1973 we shail be holding a further series of evening classes 
providing study in depth of individual subjects. Details on request. 
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TEMPORARY BINDING CASES 


This is the only self-binding device that 
makes a real book and allows the pages 
to lie perfectly flat when open. Twenty- 
six issues and index may be bound by 
inserting a new metal rod each week. 
The case is covered in blue cloth suitably 
worded and of an extremely attractive 


appearance worthy of the best book- 
case. 


£1:05 NET 
£1:25 including posting and packing (UK) 


THE ACCOUNTANT 
151 Strand, London WC2R 1JJ 








‘promise words and after more than one 
rejection by the Council’, Mr Ian Hay 
Davison, B.sc.(ECON.), F.C.A., felt free 
to speak his mind. The Institute, he 
claimed, had devoted too much time and 
money in ‘mollycoddling the peripheral 
members’, and insufficient attention to 
the hard core — the practitioners. He 
attributed the quadrupling of the mem- 
bership of the Institute since 1950 largely 
to its being seen as ‘a back door to the 
boardroom’, and the defeat of the in- 
tegration scheme in 1970 to practising 
members who were reluctant to risk their 
livelihood under a Council composed 
predominantly of non-practitioners, 


Virtual monopoly 


The standing and reputation of char- 
tered accountants rested predominantly 
upon their virtual monopoly of company 
audits and their relationship with the 
Inland Revenue, and it would be idle to 
deny that their standing in the public 
eye had suffered. During the 1960s, the 
Institute had suffered a relative decline 
iri standards which had made such cases 
as Pergamon, Rolls Razor, AEI and 
_ others almost inevitable. The member in 
“industry, though a qualified member of 
‘the Institute, had ‘left the profession’; 
he had ‘taken his meal ticket and departed 
for greener pastures’. 
` A fundamental distinguishing charac- 
“teristic of the professional man was his 
independence, even at the possible cost of 
losing the client; the industrial member 
was not in such a position of independ- 
“ence: Moreover, accountants would not 
be seen to be independent so long as 
they were free to hold shares or director- 
¿ships in client companies. 
He endorsed the proposal for an all- 
“graduate entry as a necessary recognition 
of the changing pattern of education; 
‘the most promising school leavers now 
went on to university almost as a matter 
of course. He did not favour participation 
` be the Institute in any attempt to or- 
` ganize a ‘second tier’ — its own reputation 
ould only suffer as a consequence. 


Computer developments 


= In the final paper on ‘Developments 
¿o in the computer field’, Mr A. R. K. 

(‘Tony’) Hardcastle, F.c.a., acknowledged 
the work of the late Mr Dudley Hooper, 
M.A., F.C.A. ~ thanks to whom the English 
Institute compared ‘more than favourably’ 
in the computer field with any other 


` accountancy body in the world, and had 


led the field in computer auditing. 

He referred to the ‘computer backlash’; 
there had been, he admitted, too many 
. failures and he saw the prospect of others 
{f professional advice was disregarded. 

Tt was essential that a computer project 


be broken down into definable stages, 
with proper management controls im- 
posed at each stage. 


Networks 


Within the area of foreseeable future 
development were the special computer 
using companies such as ARIEL, ACCESS 
and swirt (‘System for Worldwide 
International Financial Transfers’). It 
should not be assumed that networks 
were secure, and he gave a graphic 
illustration of how items of information 
culled from innocuous and individually 
legitimate sources could be built into a 
potentially embarrassing whole. We 
were moving into a ‘data bank society’, 
Despite the work done on computer 
security, problems of hooliganism and 


industrial espionage were some way from 
a conclusive and practical solution. ` ` 

Winding up the conference, the chair 
man, Mr A. J. (‘Alan’) Hardcastle, spok 
of the ‘masterly’ approach by the eigh 
speakers to their subjects and the re 
markable way in which each had com-. 
plemented the others. He also praised 
the enthusiastic support of the Channe 
Islands members, under the leadershi 
of Mr R. E. R. Rumboll, r.c.a., which ha 
contributed greatly to the organization 0 
one of the most successful conferences hi 
had ever attended. ; 

Led by Mr E. E. Ray, B.COM., PC 
members in turn showed their apprecia 
tion of the work of Mr Alan Hardcastle a 
the ‘Ben-Hur’ who had inspired so puissan’ 
a team to a record-breaking performan 








Accountants in Europ 


President’s Remarks at Plymouth Dinne 


RITISH standards of accounting 

could be weakened by entry to the 
Common Market unless the profession 
made its voice heard in Brussels, said 
Mr D. S. Morpeth, T.D., B.COM., F.C.A., 
President of The Institute of Chartered 
Accountants in England and Wales, 
responding to the toast of the Institute, 
proposed by Admiral Sir William Davis, 
G.C.B., Dao, at the recent annual dinner 
of the West of England Society of 
Chartered Accountants. 


Four directives 


The atmosphere of accountancy in 
Europe was quite different from that in 
Britain, said the President. The study 
group set up by the EEC to draw up 
guidelines for a common accounting 
policy had issued four directives; many 
of the provisions of these directives were 
directly contradictory to the development 
of the accounting profession and auditing 
methods in this country. 

Since last year the UK had sent four 
representatives to the study group, which 
comprised the various accounting bodies 
of the different countries. ‘We have got 
to try and have a greater influence on 
these directives before they are published’ 
said Mr Morpeth, who explained that 
it was difficult to prevent directives from 
becoming Common Market policy. “Our 
economic system is being slowly adopted 
in Europe. We must press very strongly 
for what we believe is right.’ 

Accounting methods were very different 
in Europe, where there was no universal 


requirement for companies to have the 
accounts audited, as there was in th 
United Kingdom. The only comparab 
country was Holland. 

In the seven countries which, wi 
Denmark, would make up the new EE 
there was a total of 2,500 quoted con 
panies, compared with over 3,000 in the 
United Kingdom alone. In those s 
seven countries there were 21.500 people 
entitled to carry out audits, compare 
with the 77,000 chartered and certifie 
accountants in Britain. 

The Institute had a tremendous pr 
gramme of development ahead said Mr 
Morpeth, not only in this country and 
Europe but in the world. 








Standards of training 


The toast of ‘Our guests’ was proposi 
by the President of the West of Englan 
Society of Chartered Accountants, 
T. G. Preedy, F.c.a, of Plymout 
Responding, Mr P. S. Bebbingt 
M.COM., M.B.LM., Head of the Depa 
ment of Management, Business Studi 
and Social Science, Plymouth Poly 
technic, welcomed the recent decision 
by the Institute to increase the standar 
of training and entry qualifications 
accountancy. The Polytechnic was € 
panding to meet the demand this wou 
create, he said. ` 
Distinguished guests present included . 
the Lord Mayor of Plymouth, Councillor 
J. Luce, and Mr C. Croxton-Smith, © 
M.A., LL.B., F.C.A., a Past-President of the _ 
Institute. aen 









TUDENT ROUNDABOUT 


Specialization 


THERE is no one answer to the 
“question ‘What is a chartered ac- 
-countant?’ just as there seems to be no 
“one answer to the question ‘What is the 
-role of the chartered accountant?’, state 
` Peter Pennington Legh, President of 
~ACASS, and Richard Vinson, B.a.(HONS.), 
‘Vice-Chairman of the London CASS 
and an Executive Member of ACASS. 
The chartered accountant’s qualification 
may be accepted as a high criterion of 
¿worth by all avenues of commerce and 
ndustry, yet he is defined only in ac- 
‘cordance with the requirements of these 
avenues. 
“They recognize, however, that the 
‘broad grounding received when training, 
allied with the high standard of input, 
produces an accountant with as valued a 
currency in the areas of taxation, manage- 
ment and finance as in the environment in 
which he was trained. Resulting from 
is, chartered accountants command high 
aries, good prospects, and a respected 
ace in society. Yet this accepted position 
ey declare, will not be maintained if 
the relevance of the qualification declines 
d the Institute is seen to act for the 
benefit of a minority of members and 
ignores the needs of the majority. 





Qualification ‘factory’ 


It is not untruthful to suggest, state 
Peter Pennington Legh and Richard 
Vinson, that the Institute is a qualifica- 
tion. ‘factory’. However, in common with 
l standards, from ‘O’ levels to degrees, 
the value of this qualification will diminish 
parallel with the ever-increasing demands 
for something more. On the subject of 
accounting technicians, they say this 
suggested development, reintroduced by 
The Association of Certified Accountants 
and proposed by the Institute, is tackling 
a very real problem by tacking on to the 
bottom rather than extending the top. 
The need for junior staff will be filled 
by supply and demand. The Institute 
«should not burden itself with a staffing 
problem. What is of importance, is the 
need for an upper post-qualification tier 
with provision for specialization. 

- The argument of the Institute’s Special 
Committee on Development Policy 
-vagainst sub-Institutes is based on the 
idea that it believes this would be 
` divisive and harmful. They both 
“countered this by two arguments: 





Case for Post-qualification 


(a) Specialization is inevitable and if the 
Institute does not divide and 
specialize into several areas, then it 
is more likely to specialize in one 
area only. This trend is already 
apparent with the Institute providing 
mainly for the practising members 
and not for its large number of 
industrial members. 

(b) The easier and least troublesome 
option is not necessarily the most 
beneficial. 


Peter Pennington Legh and Richard 
Vinson state that the Institute should 
recognize the changes that have occurred 
and realize that it can no longer, in its 
present form, embrace the areas of 
operation that it has done in the past. 
Without change, the Institute will be 
increasingly restricted to auditing and 
stewardship accounting, while The In- 
stitute of Cost and Management Ac- 
countants, The Institute of Taxation, 
computer firms, merchant bankers, man- 
agement consultants, etc., will become 
specialists in jobs once done by chartered 
accountants. 

The needs of non-practising account- 
ants, they continue, are in no way 
separate or distinct from the needs of the 
accountant in practice. Nor, as is fre- 
quently argued, are the interests opposed. 
It is, however, necessary to récognize that 
whereas the work of an accountant in the 
field of merchant banking or taxation are 
worlds apart from the work in manu- 
facturing industry or in practice, the 
need for technical and education facilities, 
methods of appraisal, codes of practice 
and standards of accounting remain 
fundamentally the same. 


Basic principles 


Any professional body. must, they 
state, provide the following as basic 
principles in its existence: 


(a) Standards and codes of practice, 
and technical facilities adequate to 
enable all members to maintain and 
increase their professional ability 
and status. 


(b) Facilities, guidance and administra- 
tive support necessary to fill the 
requirements of all the avenues of 
experience within which members 
serve, and to enable the member to 
satisfy the demands of society up 
to and beyond the standard ex- 
pected of a member of his profession. 



























(c) A recognized qualification or quali- ` 
fications which will inform -the ` 
society the professional man serves 
of the full range of skills which he can . 
bring to bear. 


(d) Academic and professional educa- 
tion with suitable methods of ap- 
praisal sufficient to ascertain whether 
or not a candidate is of high enough 
ability and skill to maintain and 
enhance the status and technical 
competence of the existing member- 
ship. 


(e) Pre- and post-qualification pro- 
grammes of training to expand skills 
and develop theoretical knowledge 
to enable the member and student 
to realize their full potential. Allied 
with this essential requirement of a 
professional body is the need to 
ensure a supply of students and 
qualified members adequate to safe- 
guard continuity of experience and to 
protect the influence of the pro- 
fession. 


(f) Technical, reference, social, and in- 
formation facilities available and 
beneficial to all categories of mem- 
bers. Whereas it is often infeasible 
to provide services for a small 
minority, the main membership can 
often be split into definable basic 
areas and services allocated accord- 
ingly. 

According to Peter Pennington Legh 
and Richard Vinson, it may be more 
practicable to pursue some of the more 
basic principles in a piecemeal fashion ‘as 
chances of success are often enhanced by 
seeking to infiltrate into people’s thinking, 
various stages of more comprehensive 
proposals’. 


RESIDENTIAL ACCOUNTING 
CONFERENCE 


Wir. few dissensions, it has been 
appreciated for some time by successive 
committees of the London CASS that 
apart from the Society's Cambridge and 
Oxford residential courses, there has 
been the need and the demand for 
additional ones. 

But it was only last year, at a meeting 


-of the committee between staff partners 


and managers of certain firms, repre- 
sentatives of educational establishments 
and chairmen. of the Society’s sub- 
committees, that it was unanimously 
agreed that the Society should hold 
additional courses. 

As a result, a residential course has now 
been organized entitled “The Institute’s 
Recommendations on Accounting Prin- 
ciples, and Statements of Standard 
Practice’. Speakers will be: Professor 
P A. Bird, B.sc.(ECON.), F.C.A., Professor. 
of Accounting, University of Kent, 
Canterbury; Professor B. V. Carsberg, 
M.SC.(ECON.), F.C.A„ Professor of Ac- 





counting and Business Finance and Head 


-of Department of Accounting and 
Business Finance, University of Man- 
chester; Mr J. T. H. Macnair, M.C., 

M.A, CA, a partner in Thomson 
McLintock; Mr E. R. Nicholson, F.C.A., 
a partner in Peat, Marwick, Mitchell; and 

-Professor Edward Stamp, M.A, CA. 
(CANADA), Professor of Accounting 
Theory, University of Lancaster. 

The course will be held at Maria Grey 
College, Twickenham, Middlesex, from 
Thursday, December 14th to Saturday, 
December 16th. 

The Committee are anxious to ensure 
the success of this December course and 
are seeking the co-operation of all London 
firms to ensure an attendance of at least 
roo. Articled clerks, together with 
qualified members, are invited to attend. 
The fee for the course is £22, and applica- 
ticns. should be made to the Society’s 
Secretary, 43 London Wall, London 
EC2M 5TB. 


‘INTERNATIONAL’ CONFERENCE 


‘EDUCATION for international public ac- 
countancy’ will be the theme of a 
conference being organized by ACASS 
which is to be held at Chartered 
Accountants’ Hall, London, on December 
rst and 2nd. 

The objects of the conference are to 
investigate the long-term educational 
needs of student accountants; the re- 
“quired future technical competence of 
public accountants; the mutuality of 
education standards, and the reciprocal 
.. ¥ecognition of educational qualifications 
of public accountants throughout the 
world. Speakers will include M Hugo 
Cordoliani, from France, and Professor 
David Solomons. 

Those wishing to attend should con- 
tact Miss Linda Mitchell, Assistant 
Secretary, ACASS, 43 London Wall, 
London EC2M 5TB. 


SUCCESSFUL FOUR-DAY 
COURSE AT LEEDS 


There can be no doubt that the series of 
four-day courses organized last month by 
the Leeds CASS at Leeds University 
“for Final, Part I and Part II, members 
were a considerable success. 

` Conducted by lecturers from Caer 
| “Rhun Hall led by the Principal, Mr John 
`: Anderson, M.A., A.C.A., Barrister, the 
courses were designed as an introduction 
to the Institute’s exam syllabus and were 
` of particular benefit to those members 
taking the November exams. By holding 


` the courses, the Society’s committee was - 


` breaking new ground in its approach to 
education policy; it was certainly a policy 
which paid off as the good attendance 
showed. 


FORUM ON TRAINING 

Tue first in a series of three-day forums 
to provide members of The Institute of 
Chartered Accountants in England and 
Wales with a comprehensive appraisal 
of methods of training articled clerks 
made a successful start on Monday of 
this week, at Chartered Accountants’ 
Hall. 

Ably chaired by Mr A. J. Burden, 
F.C.A., on Monday and by Mr J. W. Bayliss 
F.c.A., on Tuesday and Wednesday, the 
forum was opened by Mr Arthur John, 
C.B.E., F.C.A., a member of the Council 
and Chairman of the Education and 
Training Committee. The first session 
on Monday examined, among other 
matters, the present and proposed articled 
clerk tuition facilities in both the public 
and private sectors, the methods of 
staff selection and appraisal techniques 
with particular reference to  articled 
clerks, and it was recognized that the 
Institute/ACASS Liaison Committee 
provided a useful and fruitful contact on 
student problems. 


On Tuesday, subjects dealt with 
included the methods of assessment of 
the Institute’s system of examinations | 
and the future thinking on the training 
of articled clerks. There was also mug 
debate on the best methods of practical 
instruction. On Wednesday, the foram. 
covered in depth the organization of 
practical training courses within medium 
and small-sized firms, as well as aud 
games and case studies as an instruction 
aid. The forum closed with a review ` 
the three days by Mr Arthur H. Walto 
F.C.A., Immediate Past-President of ti 
Institute. 


The group discussions each da 
which provided a most valuable fea 
of the forum, were acclaimed by 
those who took part. The Institute is 
be congratulated on introducing th 
opportunity for an interchange of vie 
and the forum can be regarded’ a 
significant step towards the plan 
training of atticled clerks. A second fo 
is to be held at Chartered Accountant 
Hall from November 8~1oth. 

























LETTERS TO ROUNDABOUT 





Students’ Salaries Campaign 


Sır, — I must thank Mr Paul Hendrick 
(Roundabout, October sth) for taking 
the time to explain to me why I am a 
lackey of the Institute. I regret that I am 
so busy being acquiescent and so far 
removed from the realities of the situation 
that I can merely sit and marvel at his 
perception. Furthermore, I am obliged to 
confess that the implication that I have 
done nothing during my seven months in 
office to change the role and increase the 
influence of ACASS is as correct as the 
rest of Mr Hendrick’s concept of the 
profession. 


Yours faithfully, 


PETER R. PENNINGTON LEGH, 
President, ACASS. 


London EC2M 5TB. 


Sir, ~ Might I be allowed to second Mr 
Paul Hendrick’s views as expressed in his 
letter under Student Roundabout, in your 
October sth, issue. 

Even accepting that living in London is 
a very different financial proposition to 
those of us in rural areas, should not those 
of our number of articled clerks, who at the 
end of five years training, will be earning 
less than the ‘fictitious’ £650 starting 
salary of London clerks, be allowed to cry 
for help. My salary — and many of my 
colleagues’ — does not even cover my rent, 
not to mention mere essentials such as food 
and transport! Why should we have to 
sacrifice our independence because of 
having to rely on parental financial support, 
LEA’s being singularly unhelpful as 
far as correspondence courses are con- 




















cerned, especially those of us trying to li 
our own lives away from home, 

Might Mr Pennington Legh ber 
minded that ACASS represents d 
Chartered Accountants Student Societi 
throughout England and Wales, and is 
merely an extension of the London CAS 
and that some of us living in the far countt 
have to exist too. 


Yours ~ in danger of extinction, 
A NORTH COUNTR 
ARTICLED CLERK 


Students’ Societies and Bank 
Charges 


Sir, — As you no doubt know, artic 
clerks can operate accounts with the mu 
banks free of bank charges, but stud 
societies in my experience do seem to has 
to pay bank charges. ACASS. banks w 
the Midland Bank and on pointing ou 
them that. we are composed of studen 
who, as mentioned before, do not have 
pay charges, they have offered to oper 
our account without charge. This reduct: 
will obviously, but only slightly, reduc 
ACASS spending to the benefit of stud 
societies who generously pay their levi 

My main object in writing to you is 
point out that if student societies make 
effort, they can probably reduce their b: 
charges quite significantly, thus éasin; 
the financial burden on everyone. : 

Yours. faithfully, 


IAN R. DALZELL, AC 
Treasurer, ACAS: 


London EC2. 
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PROFESSIONAL NOTICES 
AppLepy & Woop, Chartered Ac- 


‘countants, announce that Mr P. REDDING- 
“TON, A.C.A., who has been with the firm for 
‘several years has been admitted as a 
artner with effect from October 1st, 1972. 
Josan Beppow & Son, Chartered 
ccountants, announce that they have 
ntered into a professional association 
vith Frazer, WHITING & Co and that 
Tr I. W. Frazer, GA, Mr L. J. 
EWEY, F.c.A., and Mr K, N. Hawkins, 
GA, (all of Frazer, Waitinc & Co) 
joining the firm as partners. The 
ractice will continue to be carried on at 
ty Gate House, Finsbury Square, 
ondon EC2. 

Boun Davey & Co and associated 
rms Davey Grover & Co and BOWMAN 
Burley Young & Co of Peterborough, 
palding, London, Oundle, Wisbech, 
“St Neots and Bedford, announce the 
‘retirement from the firm of Mr J. S. 
OLLESON, F.C.c.A., on October 31st, 1972. 
> JosoLyNE LayTon-BENNETT & Co and 
„ANGUS CAMBPELL & Co, Chartered 
Accountants, announce that they have 
now completed the mutual exchange of 
“partners and that their firms are now 
„practising from Metropolis House, 39-45 
“Tottenham Court Road, London WıP 
"ol, with a City office at 65 London 
Wall, London EC2M 5XE.. JosoLyne 
-Layron-Bennett & Co also announce 
that Mr K. A. MILLICHAP, F.c.a., of 
their Manchester practice has joined the 
‘London partnerships. 


FOR C.A. 
EXAM 
PASSES 





Kipsons, Chartered Accountants, of 
1 Booth Street, Manchester M2 4EA, 
announce that Messrs F. P. DELAUNAY, 
r.ca., and A, C. EDWARDS, B.A.(ECON.), 
F.c.A., have been admitted as partners. 


Peat, Marwick, Mou & Co 
(West Riding partnership) announce that 
Mr Lary E. M. FARQUHAR, A.C.A., who has 
been a member of their staff for the past 
18 years, has been admitted as a partner 
resident in their York office as from 
October rst, 1972. 


APPOINTMENTS 


Mr F. Clive de Paula, C.B.E., T.D., 
F.C.A., F.C.M.A., J.DIP.M.A., has been ap- 
pointed to the board of Tecalemit. 


Mr Jeffrey Lawson, A.C.A, has been 
appointed a director of Gibson, Ormrod 
& Associates Ltd. 

Mr Terry K. A. Layton,  F.C.M.A., 
ACLS, AASA, has been appointed 
financial controller of Burns Philp (South 
Seas) Co, in Suva, Fiji. 

Mr J. H. Llewellyn-Jones, B.A., A.C.A., 
has been appointed a director of Williams, 
Glyn & Co, 

Mr H. C. Mayer, F.c.c.a., managing 
director of Griffin & George, has been 
appointed to the board of A. Gallenkamp 
& Co. 

Mr E. F. Sandiford, B.A.(ECON.), 
A.C.M.A., has been appointed financial 
controller of Flotex. 


Mr Malcolm Stirling, F.c.a., has 
become a member of the Birmingham 
board of Williams & Glyn’s Bank. 

Mr E. W. Tavener, F.c.a., of Ralli 
International, has been appointed a 
non-executive director of Lewston 
Developments. 


Mr R. G. Whyatt, F.c.a., has been 
appointed a director of Healey Mouldings. 


DOUBLE TAXATION- DENMARK 


Discussions have taken place in London 
about the revision of the dividend article 
of the Double Taxation Agreement 
between Denmark and the United King- 
dom. Agreement was reached at official 
level and the text of a Supplementary 
Protocol will be submitted to Govern- 
ments for approval. 


AN RRC, HOME STUDY COURSE provides the simplest answer. Backed. by 43 years 
of postal tuition experience and over 220,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt., Marketing, Secretaryship, etc. 

Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 
DEPT AH3, TUITION HOUSE, LONDON SWI19 4DS 
01-947 2211 
Accredited by the Council for the Accreditation of Correspondence Colleges 







OBITUARY 
Sidney John Pears, F.C.A. 
Mr Sidney John Pears, F.c.a., President 
of The Institute of Chartered Accountants 
in England and Wales in 1960-61 and a 
member of its Council for 21 years, died 
suddenly in the USA last week, at the. 
age of 72, He was a former senior partner 
of Cooper Brothers, the firm in which his 
father (the late Mr Sidney Pears, F.C.A.) 
was also a partner, and in which he spent 
the whole of his professional career. 
Educated at Rugby School, Mr Pears 
enjoyed the possibly unique achievement 
of being called up for military service 
and demobilized on the same day — 
November "tb, 1918. He was articled 
first to Mr F. D’Arcy Cooper and later to 
Mr S. R. Cooper and thus began his 52 





years’ service with the firm, which ended 
with his retirement from active practice 
on March 31st, 1971. 

Though he described himself, in later 
years, as a ‘reluctant entrant into the 
profession’, Mr Pears quickly established 
himself within it and distinguished him- 
self in many fields. Admitted as an As- 
sociate of the Institute in 1924, he 
became a partner in Cooper Brothers in 
1926, a Fellow of the Institute in 1931 
and a member of its Council in 1946. He 
was elected Vice-President of the In- 
stitute in 1959-60, and to the Presidency 
in the following year. 

Mr Pears retired from the Council in 
1967, by which time he had served on 
most, if not all, of its principal committees 
- including Parliamentary and Law 
(Chairman, 1958-59), Overseas Relations 
(Chairman, 1966-67), General Purposes 
and Finance (joint Chairman, 1965-66) 
and Investigation (Chairman, 1961-63). 
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| STUDENT'S GUIDE TO 
COMPANY LAW 
by FRANK H. JONES, F.c.0.4., Kris 


Ak POINTS OF DIFFICULTY % DESIGNED SPECIFICALLY S 
EXPLAINED AT END OF FOR STUDENTS 
EACH CHAPTER 


COVERS ALL EXAMINATION % INCLUDES NEARLY 200 
REQUIREMENTS 


| GEE & COMPANY (Publishers) LTD 
151 STRAND, LONDON WC2R 1JJ 


A NEW AND UP-TO-DATE EDITION OF AN | 
ESTABLISHED AND AUTHORITATIVE WORK 
- JUST PUBLISHED 











QUESTIONS SET BY 
LEADING EXAMINING 
BODIES 


Designed primarily for students, this book has been written with a. 
lucidity not generally associated with law books. The student so ` 
frequently experiences difficulty in understanding the complexities _ 
of law that a book written as far as possible in simple language 
should be of real value, while the lawyer, accountant and company 
executive, who have need of an easily-read book on company law, 
will find the work a useful source of reference. 
The author has written more than a dozen books on subjects 
relating to companies and has lectured extensively in this field fo 
many years, apart from contributing hundreds of articles to the 
professional and national Press. He has been associated with a 
number of recommendations made to Government Committees 
by professional bodies. : 


01-836. 0832 
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AUTUMN 1972 
ONE DAY CONFERENCES FOR PRACTITIONERS 
IN LONDON AND BIRMINGHAM 


ESTATE DUTY SHARE VALUATIONS 


FOR 


PLANNING ESTATE DUTY 


AND 


1972 CAPITAL GAINS TAX 


"The charge to duty after the Finance Act 


1972. Planning principles, gifts, settlements, What is a share? The law relating to open 
insurance, companies, partnerships, practical market valuations and to assets valuations, 
points. presentation and negotiation of valuations. 
aS BIRMINGHAM 7th NOVEMBER BIRMINGHAM 6th DECEMBER 
LONDON 14th NOVEMBER LONDON 14th DECEMBER 
SPEAKERS 
F. A. BEVIS, MA LL.B., A.C.A. B. W. SUTHERLAND, F.C.A. 
VENUES 


THE LITTLE SHIP CLUB, BELL WHARF LANE, LONDON EC4 
THE STRATHALLAN HOTEL, 225 HAGLEY ROAD, BIRMINGHAM 16 


TIMES 
COMMENCE 9.45 a.m. CLOSE 5 p.m. 
FEE BECH 
Inclusive of course documents, coffee, lunch and tea £15 for each conference | 














APPLICATION APPLICATION 
To Conventional Wisdom, P.O. Box 2 To Conventional Wisdom, P.O. Box 2 
Shipston-on-Stour, Warwickshire Shipston-on-Stour, Warwickshire 
Please reserve.......places for the ESTATE DUTY Please reserve........places for the SHARE VALUATIONS 
See aes LONDON on 14th NOVEMBER Conference at * LONDON on ËCH DECEMBER 
BIRMINGHAM on 7th NOVEMBER : BIRMINGHAM on 6th DECEMBER. 
"A cheque is enclosed for €. being £15 per head for each A cheque is enclosed for E being £15 per head for bach 
¿person attending. person attending. ; 
Smad E | : 
TE 
Ee D 
Names of persons attending 
anne ae EE EE DEE ee 


` *delete whichever is inapplicable i delete whichever i is d licable | 






























































His. work as a member of the Planning 
Committee over the difficult post-war 
years 1947-51 was specially commended 
by the Council. He also presented a 
paper on “The trend of taxation’ to the 
1949 autumn meeting of the Institute, at 
Harrogate — a contribution described by 
the then President, the late Sir Russell 
Kettle, F.c.a., as ‘the pièce de résistance’ 
‘of the meeting. (This paper was re- 
produced in The Accountant for October 
erh, 22nd and 2gth, 1949). 
His service at the Ministry of Supply 
during the wartime years of 1941-45, 
“initially as Director of Contracts and sub- 
sequently as Principal Controller of 
Costs, was the precursor of an impressive 
list of appointments under other govern- 
ment departments and public bodies, 
amongst them the Ministry of Works, 
the Board of Trade, and the Treasury. 
He was an adviser to the Rhodesian 
Government on the Kariba hydro- 
electric project; a member of the Inland 
Revenue Board of Referees from 1956 
to 1960; and successively accountant 
adviser, board member, and Director of 
United Kingdom Atomic Energy Auth- 
ority over the years 1955-1969. Following 
his retirement from professional practice, 
he devoted himself energetically to his 
duties as governor of the Cable Trust, on 
which he was engaged at the time of his 
death. 
- Mr Pears is survived by his widow 
` and three daughters, to whom we 
extend our sympathy. 





Reginald William Charles Dunn, 
a F.C.A. 


The death occurred suddenly in his 
office on Tuesday, October roth, of Mr 
R.W. C. Dunn, F.C.A. 

Mr Dunn was admitted to membership 
of the Institute in 1940 and had been a 
partner in the Birmingham. Partnership 
of Peat, Marwick, Mitchell & Co for 
25 years. 


MAT AND CAR TAX 


A booklet dealing with tax-free sales of 
motor: vehicles to tourists, etc. is now 
available from HM Customs and Excise 
(Notice 705). It explains the scheme 
under which ~ from April 1st, 1973, 
onwards — motor vehicles may be 
acquired free of VAT and car tax for 


temporary use in the United Kingdom 
by overseas visitors and by persons 
intending to live abroad. Use of the 
vehicles in the UK for a limited period 
before export is allowed. 

The conditions and procedure are 
broadly similar to those under which 
relief from purchase tax on motor 
vehicles is at present granted to persons 
leaving the UK. 

Copies of the booklet can be obtained 
from any Customs and Excise VAT office. 


ACCOUNTING 
FOR CORPORATION TAX 


London Chartered Accountants’ 
Meeting 


A special evening meeting of the London 
and District Society of Chartered Ac- 
countants will be held on Tuesday, 
November 14th, to consider a discussion 
paper on ‘Accounting for Corporation 
‘Tax under the Imputation System’. 

Mr Laurie Clark, F.c.A., a member of 
the Council of the Institute, will be in 
the chair and the session will be intro- 
duced by Mr Tom Watts, F.c.a., of 
Price Waterhouse & Co. The meeting will 
be held in the Council Chamber, Char- 
tered Accountants’ Hall, Moorgate Place, 
London EC2 at 5.45 p.m. and is ex- 
pected to close at 7.15 p.m. 

Places are restricted to 120 and tickets 
will be allocated in the order in which 
applications are received. The fee is £1, 
which includes beer and sandwiches after 
the meeting, and tickets may be obtained 
from The Secretary of the Society, 56 
Goswell Road, London EC1M 7AY. 


DISTRICT SOCIETIES’ 
RESIDENTIAL. COURSE 


A three-part residential course dealing 
with accounting for VAT, appraisal of 
capital projects and changes in corpora- 
tion tax, has been organized by the 
Sheffield and District and the Hull, East 
Yorkshire and Lincolnshire Societies of 
Chartered Accountants to be held at 
the Crown Hotel, Scarborough, from 
October 26th to 28th. 

The first part will set out to deal with 
the application of VAT, advice to clients 
and internal organization necessary to 
implement the new requirements. Par- 
ticular emphasis will be on such matters 


JOHN FOORD & COMPANY | 
61 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


as management appreciation and the 
effect of the new tax on accounting. In 
addition, it is hoped that there will be: 
every opportunity to discuss the new: 
tax in areas where members may well 
be seeking guidance. 

The second part of the course 
appraisal of capital projects — will cover. 
capital expenditure using DCF, showing ` 
the advantages and disadvantages, and. 
will be followed by syndicate discussion 
and suggested answers to case studies 
Part three of the course — corporation 
after the 1972 Finance Act, will exam: 
this important subject under the follow 
ing titles: the new imputation system 
transitional provisions, and other changes, 

The course fee is £25 inclusive of al 
conference literature and accommodatio 
and senior staff who are not members 
the Institute are welcome to attend 
Those wishing to take advantage of ' 
course should apply immediately. 
Mr G. L. Stuart-Harris, A.C.A., 
Norfolk Row, Sheffield 1, or to Mr J. 
Gaskill; r.c.a., National Provincial Cham 
bers, Silver Street, Hull. 


FRAUD AND THE INTERNAL 
AUDITOR 


Commander J. W. Crane, of the Company 
Fraud Department, New Scotland Var 
was the principal guest at a lunch meetin; 
of The Institute of Internal Audito: 
(London Chapter) at the Rembran 
Hotel, London, on Wednesday of las 
week. He spoke on the Fraud Squa 
and ‘white collar crime’ in the Unite 
Kingdom, a subject (judging by tl 
unprecedented attendance) of conside 
able interest and value to internal audit 
managers and their supervisory staffs: 

Fraud itself had been practised sin 
time immemorial, said Command 
Crane, but he warned: his audience: 
be alert to the existence of highly o 
ganized international crime syndicate 
arranging ‘brass plate’ companies. P 
stressed that auditors, when devising 
selecting. systems. of “financial contri 
whether they be within a company, inte 
company or inter-group, should: carefi 
appraise the personnel manning them. 

This very. successful meeting w: 
chaired by Mr F. Stanyard, D.F. 
A.LM.T.A., of the Chapter’s Educatio 
Committee. Me 


01-262 2473-8 






The following 61 members, having 
S ‘failed to pay within four months of 
_ January st, 1972, the subscription then 
due and payable to the Institute, were 
EXCLUDED from membership: 


Samina Abdullah (Mrs), A.C.A., PO Box 232, 
E Station K, Toronto, Ontario, Canada. 
"Francis Osarenren Aghayere, A.C.A., 54 Raufu 
" . Williams Crescent, Surulere, Lagos, Nigeria. 
Kaisar Ahmad, F.c.a., 8 Clive Row, Calcutta 1, 

India. 
—— Shaikh Mohammed Iqbal Akram, B.sc.(ECON.), 

A.C.A, 368 Umar House, Lalazar, New 

“es Queen’s Road, Karachi, Pakistan. 
Anthony Morley Gerald Alers-Hankey, B.A., 
Ge A.C.A., 3 River Court Road, London W6. 
100 Wilfred Jonathan Allen, M.A., A.C.A., The Old 
` — Bakehouse, Quicks Green, Ashampstead, 
Reading, Berkshire. 
“William Hayton Baird, a.c.a., Dalstroget 125, 
2860 Soborg, Copenhagen, Denmark. 
“John Spencer Barnard, F.c.a., Commercial 
‘Street, PO Box 30062, Nairobi, Kenya. 
























` Slobn Barnwell, a.c.a., 21 Dove Street, 
` Nunnery Lane, York. 
James David Barry, F.c.a., PO Box 1690, 


Kitwe, Zambia. 

Jobn Beeny, F.C.A., 33 Catherine Place, London 
SWi. 

Jouglas Birtley, A.C.A., 4-414 Edgecliff Road, 
“Woollahra, NSW 2025, Australia, 
Ambrose Bede Callighan, F.c.A., 337 Marshall 
Street, Jeppe, Johannesburg, ‘South Africa. 
Robert Arthur Collin, A.C.A., 102 Knollmead, 
= “"Tolworth, Surrey. 

Frederic Basil Cowles, F.c.a., Three Mill 
Lane, Bromley By Bow, London E3. 


‘Christopher Vipond Davies, A.C.A., 305 
i: Commonside East, Mitcham, Surrey. 
“Anthony Brian Duffy, LL.B., A.C.A., 12 John 
iie Street, London WC1N 2EB. 

Akram Mohyuddin Ghauri, F.c.A., 399 


Markham 
Canada. 
Colin John Gowan, a.c.a., 8 Abercorn Place, 
London NW8. 
*Subash Chandra Handa, a.c.a., PO Box 92, 
» Nairobi, Kenya. 
Nsa Harrison, B.COM., A.C.A., 21 Marina, PO 
Box 2419, Lagos, Nigeria. 
*Tom Hewitt, F.C.A., 12 Edward Street, 
Werneth, Oldham, Lanes. 
Fred Hitchen, F.C.A., Lloyds Bank Chambers, 
Finkle Street, Kendal, Westmorland. 
Colin Holtman, F.c.a., PO Box 3533, Cape 
= Town, South Africa. 
*Peter Edwin Hudson, A.C.A., 105 Hazlemere 
A Road, Thundersley, Benfleet, Essex. 
<o Paul Chinenye Joe-Adigwe, A.C.A., 13 Portal 
Avenue, PO Box 7128, Kampala, Uganda, 
aS East Africa. 
«Nels Royden Johnson, A.C.A., 83 Elizabeth 
S Street, London SWr. 
“<< Jack Jones, F.c.a., 17 Montague Road, Ashton- 
under-Lyne, Lancs. 
Arthur Wallis Lee, F.c.a., 13 Hamilton Square, 
Birkenhead, Cheshire. 
Jan James Mills, a.c.a., The Shaws, Snitterton 
Road, Matlock, Derbyshire. 


— {* indicates that the exclusion of the member 
"was revoked by the Council at its meeting on 

< October 4th, 1972, and the revocation ha 
=. ‘become effective.) 


Road, Scarborough, Ontario, 








THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Disciplinary Proceedings 


Disciplinary Committee — Hearings July 18th, 1972 


Patrick Robert Mills, B.A., A.C.A., Dingley 
Cottage, Hills Lane, Waltham St Laurence, 
Reading, Berks. 

Malcolm Moore, A.C.A., A Marshlands, Cnr 
Alice and Princess Avenues, Windsor Park, 
Johannesburg, South Africa. 

Prafulla Chandra Nandi, M.A., B.SC., F.C.A., 
Lindlie Chambers, 6 Hastings Street, 
Calcutta, India. 

Tamunobere Oforiokuma, B.A., F.C.A., 20 
Wharf Road, PO Box 75, Apapa, Lagos, 
Nigeria. 

*Olayiwola Olatunde, A.C.A., 34 Creek Road, 
Apapa, Lagos, Nigeria. 

David John Oliver, F.c.a., Avenida Larco 656, 
Miraflores, Dept D.7, Lima 18, Peru. 

Ian Michael Osborne, M.A., A.C.A., Balmadies, 
Forfar, Angus, Scotland. 
Jack Grahame Pain, F.c.A., 

Bulawayo, Rhodesia. 

Abdul Ismail Paroo, B.COM., A.C.A., PO Box 
30500, Nairobi, Kenya. 

Ashvinbhai Kuberbhai Patel, a.c.a., 35 Bishops 
Park Road, Norbury, London SW16. 

Frederick David Pryce, F.c.a., The Lake 
Hotel, Llangammarch Wells, Breconshire. 

*Feroze Qaiser, F.c.A., The Mall, Rawalpindi, 
Pakistan. 

Jean Richardson (Miss), F.c.a., 59 Queensgate, 
Bolton, Lancs. 

John Reid Rowland, F.s.a.a., Gaythorns, Mont 
Gras D’Eau, St Brelade, Jersey, CI. 

*Muhammad Abdus Sattar, a.c.a., 55 Dilk- 
sa Commercial Road, Dacca 2, Bangla- 

esh. 

John Newall Savage, F.c.a., Hillside, Arthur 
Street, Penrith, Cumberland. 

Alan Keith Harrison Scott, B.A., A.C.A., 48 
Gipsy Lane, Marton-in-Cleveland, Middles- 
brough. 

Peter Samuel Scott, A.C.A., 
Square, London SW. 

Cecil George James Silcock, F.c.a., 1 Yorke 
Gardens, Reigate, Surrey. 

*Anthony. William Bryen Strickland, A.C.A., 
Bath Road, Cheltenham, Glos. 


PO Box 839, 


44 Cadogan 


Tee Seng Tay, A.C.A, 7 z2Anamly Place, ` 


Singapore to. 

Vernon Maurice Taylor, 
Lebanon. 

Archibald Francis Xavier Telfer, Sea, 57 
Whitworth Street, Manchester 1. 

James Henry Thomas, B.SC., F.C.A., 5 America 
Street, Georgetown, Guyana. 

David Thomson, F.c.a.. PO Box 30610, 
Nairobi, Kenya. 


F.c.A., Beirut, 


Thomas Quiggin. Todd, F.c.a., 6-11 Agar 


Street, London WC2. 

David Alan Tomlinson, F.c.a., Little Ridge, 
Ham, Charlton Kings, Cheltenham, Glos. 

William Paul Weatherhogg, B.SC., F.C.A., 9 
vie Close, Burton in Kendal, Westmor- 
an 

Jean Morton Wilkinson (Mrs), M-A., F.C.A., 12 
Young Street, Sylvania Heights, N.S.W., 
Australia. 

*Anthony Guy Cheswick Williamson, F.c.A., 
7 Orange Grove Road, Singapore io. 

David Yhap, F.c.a., 
Apartment 1, Toronto 12, Ontario, Canada. 


2. Seventeen members, having failed 
to pay within four months of January tst, 
1972, the subscription then due and 


437 Rosewell. Avenue, 





; payable to ‘the Institute, were excluded _ 


from. membership unless by a specified 
date the subscription had been received 
but if the subscription had been received 
by the specified date, the members were 
to be reprimanded, special circumstances 
justifying the omission of the names of 
15 of the members from the publication 
of the Finding and Decision. Twelve of 
the 17 subscriptions were received in the 
period allowed and the following decisions 
have therefore become effective: 


(a) Excluded from membership 


Andrew Schor Wingate Carpenter, F.c.A., 
Langholm, Chalfont Road, Newlands, Cape 
Town, South Africa. 

Richard Whitelaw Griffiths, a.c.a., 26 Rue de 
Berri, Paris 8, France. 

Peter Hainsworth, A.C.A., 17-11 Cheel Street, 
Armadale, Victoria, Australia. 

John Samuel Sloan, F.c.a., Apt 86, 15 West 
12th Street, New York, NY1oo11, USA. 
Trevor Beverley Smith, A.C.A., ro Cumberland 

Park, London W3. 


(b) Reprimanded 


William James Yendall, r.c.a., 46 Colin Road, 
Barnwood, Glos. 


(c) Reprimanded (no name) 
Eleven members. 


3. The following seven members, 
having failed to pay within four months 
of January 1st, 1972, the subscription 
then due and payable to the Institute, 
were REPRIMANDED: 

Angus Akinkunmi Hammond, A.C.A., Private 
Mail Bag 2418, Lagos, Nigeria. 

Leonard Alfred Hygate, r.c.a., ‘Highfield’, 
St Chloe, Amberley, Stroud, Glos. 

Albert Francis Laughey, F.c.a., 15 Bexhill 
Close, Knottingley Road, Pontefract, Yorks. 

Mark Pembroke, F.C.A., 52 Porchester Terrace, 
London W2. 

Michele Antonio Georgio Polledri, A.C.A., 
Flat 5, Eden Lodge, 217 Willesden Lane, 
London NW6. 

John Henry Pulsford, F.c.a., Via Giambologna, 
19-20, 136 Milan, Italy. 

Harold Edwin Williams, ¥.s.a.a., 13-15 Fleet 
Street, East London, South Africa. 


4. Twenty-three members, having 
failed to pay within four months of 
January ist, 1972, the subscription then 
due and payable to the Institute, were 
REPRIMANDED but the Committee con- 
sidered that there existed special circum- 
stances justifying the omission of their 
names from the publication of the Finding 
and Decision. 


5. One hundred and eleven members, 
having failed to pay within four months 
of January ist, 1972, the subscription 
then. due and payable to the Institute, 
were ADMONISHED but the Committee 
considered that there existed special 
circumstances. justifying the omission of 
their names from the publication of the 
Finding and Decision. 
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How to keep the family business 
in the family. 
Finding the 


cash to meet 
estate duty | 


628 4040 


Estate Duties In ent Trust Limited : 
Piercy How thali Avenue London EC2R 7OD 





A family business can be as mortal as Out booklet tells you all about us. And 
the chief shareholder. you can pick it up at one of our r9 branches 

We can help. around the country. 

(It won't be any new experience. Or you can contact us at: 
We've been helping shareholders in private Piercy House, 7 Copthall Avenue, 
companies to provide for death duties for London EC2R 7DD. 01-628 0381. 


nearly 20 years.) EDITH 


Estate Duties Investment Trust Ltd. 


Birmingham, Brighton, Bristol, Cambridge, Cardiff, Edinburgh, Glasgow, Leeds, Leicester, 
Liverpool, London, Manchester, Newcastle, Nottingham, Reading, Sheffield, Southampton, Wolverhampton. 


Hanover 
Property 


Unit Trust 


is constantly seeking | 


important property in- 
vestments either by way 
of sale and lease-bàck, 
portfolio acquisition or 
development finance. 
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Principals with the 
responsibility for training ` ` 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. | 





Metropolitan College unassailable record 
of Examination Successes | 


l 
f 
| 
| 
| 
| 
| 
| 
| At the professional accountancy examinations, for which the Metropolitan College provides 
| 
| 
| 
i 
i 
| 
H 
H 
i 
| 





Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES 
the College Accountancy Prospectus (stating the examina- For students who wish to participate in linked oral 
tion in which you are interested) to the Metropolitan 


College (A1), St Albans, or CALL at the London Advisory and correspondence tuition, the Luton College of 


Office, 30 Queen Victoria Street, London EC4N 4SX Technology and Metropolitan College now offer 
(01-248 6874). After office hours (5 p.m. Monday-Friday} these facilities. Please write to: Metropolitan 
telephone messages are recorded electronically. College for details of various courses available. 








Metropolitan College, St. Albans 


Accredited by the Council for the Accreditation of Correspondence Colleges. Founded 1910 
Member of the Association of British Correspondence Colleges. 
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An International Profession 


A FAVOURITE gambit of the post-prandial wit is the 
coining of collective nouns for accountants in quantity, 
and Mr B. B. Callaghan, managing director of the Common- 
wealth Banking Corporation of Australia, speaking at 
‘the International Congress dinner on October 17th, pro- 
_gressed rather unkindly from a ‘contrivance’ to a ‘con- 
fusion’, a ‘collusion’, a ‘corrosion’ and finally an ‘accurse- 
ment” of accountants. No doubt he was a little over-awed 
to, find himself addressing what was probably the largest 
number of accountants gathered together upon an inter- 
national occasion; Australia, in this as in other respects, is 
_ acountry not given to doing things by halves. 
As these words are read, some thousands of accountants 
‘throughout the world will be returning from last week's 
Congress impressed with the erudition of the principal 
contributors, sated with recollections of some glorious 
` scenery and replete with Australian hospitality. The officers 
_of the Australian host bodies, in their turn, will be con- 
gratulating themselves with good cause upon a job well 
“done, and collating the fruits of their experience for the 
“fraternal guidance of the Institut der Wirtschaftspriifer and 
its kindred bodies in 1977. 
` ` International congresses, it can hardly be denied, involve 
something more than the discussion of learned theses 
` prepared by acknowledged world leaders of the profession, 
` and the making and renewing of congenial acquaintance- 
“ships; estimable as these things are in themselves, they 
` would not alone have maintained the inspiration which has 
` brought the profession together at fairly regular intervals 
(the war years unhappily excepted) since that first venture 
St Louis, USA, in 1904. One can study the thoughts of 
arned men, after all, at home; and today’s pressures of 
uusiness require something more than pleasurable junket- 
g as an excuse, never mind an explanation, for deserting 
e office for a fortnight or more. Why, then, have an 
- international congress? ~ 
"The origins of double-entry book-keeping, as every 
‘student knows, are to be found with the merchants of the 




















































Renaissance; and thus, for: soo years at least, accout 
ancy has had some claim to be regarded as an internation 
profession. As the adventurers and pirates (to borrow 
phrase from a recent contributor) who laid the foundatior 
of the British Empire established themselves abroad, tl 
flow of British capital overseas was followed by numbers. 
British accountants, who established upon a worldwide 
basis some names very well known in Moorgate Place 
In turn, as British imperial influence waned and Londo 
encountered the challenge of other capital markets, the flow 
of accountancy expertise ceased to be predominantly a 
one-way traffic. 

The subject of international professional standards and 
practice rights has recently been productive of much 
controversy, not least against the background of prospective 
British entry to the European Common Market. Withi 
the United Kingdom, accountancy is not a closed profes 
sion, por is ‘accountant’ a privileged title; and anyone - 
whatever his country of origin — who can satisfy the Depart- 
ment of Trade and Industry of his fitness for the purposes 
of section 161 (1) (b) of the Companies Act 1948 may enjoy 
unrestricted practice rights. 

This generous policy is by no means fully reciprocated 
overseas, even in Europe, let alone on a world-wide basis; 
the expatriate accountant finds himself too often hamperec 
by arbitrary rules of residence, or limitation of significa 
areas of public practice to members of the indigenous 
professional society. If international accountancy is to 
flourish with the same freedom as international commerce 
such barriers must disappear; reciprocal contacts between 
accountants in different countries afford the best means. 
removing them. ` 

As United Nations Day falls this week, it is a sobering 
thought to realize that, for some peoples of the world today 
the UN is a less effective force than many would like it 
be. Suspicion, ambition and national pride still play a: 
large part on the international scene, even in an age wherein 
national leaders have the ability to communicate with one 
















































-times by geographical facts. 


Ke changes in information required to be 
shown on business letterheads and other documents, 
and to be filed with the Registrar of Companies, will 
become obligatory as from January rst, 1973, under clause 
9 of the European Communities Bill (‘When Britain’s 
companies enter Europe’, The Accountant, February 17th). 
The Department of Trade and Industry last week published 
an official announcement on the implementation of these 
provisions. 
‘From January 1st, 1973, companies will be required to 
show on business letters and order forms their place of 
registration, registered number and the address of their 
egistered office. It is recommended that the place 
f registration should be indicated by the words ‘registered 
1 England’ or ‘registered in Scotland’ as appropriate. 
If a business letter or an order form shows more than one 
ddress, it must indicate which of them is the address of 
e registered office. Where it shows only the address 
of the registered office, the fact that that is the address 
of the registered office must be indicated. 
If there is on the stationery used for business letters or on 
the order forms a reference to the amount of share capital, 
the reference must be to paid-up share capital. A reference 
to capital is not, however, obligatory. 
` Companies holding a licence under section 19 of the 
Companies Act 1948, authorizing them to dispense with the 
word ‘limited’ in their name will be required to indicate 
_ on letters and order forms that they are limited companies. 
` This does not alter their right to omit the word ‘limited’ 
from their name. 
‘The phrase ‘order forms’ is to be understood to mean 
forms which the company makes available for other persons 
to order goods or services from the company ` it includes, for 
example, coupons in newspapers which the public fill in 
_ asking for goods to be supplied. The new requirement does 
_ not apply to such documents as invoices or delivery notes. 
In the long term, companies will no doubt wish to 
incorporate the information in a printed layout. In the 
_ meantime it can equally well be typed or stamped on, as 
_ printing is not required by the Act. 


-Printed documents to be sent to the Registrar 


ection g requires certain printed documents to be sent to 
he registrar. (The Companies Acts already require certain 





another with an immediacy and a minimum of possible ` 
misunderstanding not hitherto possible; goodwill is 
restrained sometimes by historical considerations, some- 


In such circumstances, it may not be presumptuous to 


pe that regular contacts on a world-wide basis between 
members of a common professional brotherhood, cognizant 
of one another’s aspirations and difficulties, will (in the words 
of Sir Ronald Irish, reported on another page) ‘nurture 
the delicate and precious seeds of international harmony.’ 


Changes in Company Law 


documents sent to the registrar to be printed.) For all these 
purposes, the registrar is prepared to accept as ‘printed’ 
documents produced by the following processes : 

Letterpress, gravure, lithography; 

‘Office’ type-set, offset lithography ; 

Electrostatic photocopying; 

‘Photostat’ or similar processes properly processed and 

washed ; 

Stencil duplicating using wax stencils and black ink. 
In all cases this is subject to a general condition that no 
document will be accepted if in general appearance, format — 
or durability it is unsuitable for publication and use on the | 
company’s file. It has been found by experience that docu- 
ments produced by dye-line copying, spirit duplicating or ` 
thermo-copying do not satisfy the general condition. 


Up-to-date copy of memorandum and articles 

Companies may need to take action to comply with the. 
requirement that an up-to-date copy of the memorandum. 
or articles of association must be delivered to the registrar 
where any alteration has been made. Section 9 requires 
these documents as altered to be printed. This is already 
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Shes 
sitting on top 
of the world ` 


One of the things. you won’t find in our. support to brokers. When she’s not looking 
Pensions Department is old fogeys. Joyce after us Joyce is busy looking after her ` 
Dawson is a good example of the lively, home and her husband. What does he do? — 
interesting people you expect to meet at the He’s an insurance broker, ofcourse! — 
‘Scottish Provident. She enjoys her varied Ge SS 
work and is CR top ol e job. Like Oe 
our other girls she shows the skill, potential A P s de t : 
and sheer character that justifies our think- Scottish roviden 
ing of her as a wise investment. Because of helps you losk ahead Sege? EE EEN 
irls like her who know insurance 6st. Andrew Square, Edinburgh EH? ZA 


Joyce and s : K 
we are able to offer prompt and efficient Telephone: 031-556 1407 




















AUTUMN 1972 ` 
ONE DAY CONFERENCES FOR PRACTITIONERS 
IN LONDON AND BIRMINGHAM 


ESTATE DUTY 
PLANNING 
1972 


The charge to duty after the Finance Act 


1972. Planning principles, gifts, settlements, 
insurance, companies, partnerships, practical 


SHARE VALUATIONS | 


FOR 


ESTATE DUTY 


| _ AND | 
CAPITAL GAINS TAX ` 


What is a share? The law relating to open 
market valuations and to assets valuations, | 


oints. presentation and negotiation of valuations. 
p Ze 


BIRMINGHAM 7th NOVEMBER BIRMINGHAM 6th DECEMBER ` 


LONDON 14th NOVEMBER LONDON 14th DECEMBER > 
SPEAKERS 
F. A. BEVIS, M.A., LL.B., A.C.A. 


B. W. SUTHERLAND, F.C.A. 


VENUES 
THE LITTLE SHIP CLUB, BELL WHARF LANE, LONDON EC4 
THE STRATHALLAN HOTEL, 225 HAGLEY ROAD, BIRMINGHAM 16 


TIMES 
COMMENCE 9.45 a.m. 


FEE 
Inclusive of course documents, coffee, lunch and tea £15 for eich conference 


CLOSE 5 p.m. 


mm ` mmm ` wem ae a a lene lt ee en ee ` mee ee 


APPLICATION 
To Conventional Wisdom, P.O. Box 2 
Shipston-on-Stour, Warwickshire 
places for the ESTATE DUTY 
LONDON on 14th NOVEMBER 
BIRMINGHAM. on 7th NOVEMBER 


APPLICATION 
To Conventional Wisdom, PO. Box 2 
Shipston-on-Stour, Warwickshire 


Please reserve......... Please reserve......... places for the SHARE VALUATIONS. 


LONDON on 14th DECEMBER 
BIRMINGHAM on 6th DECEMBER 





Conference at * Conference at * 











A cheque is enclosed for E. being £15 perhead for each A cheque is enclosed for E... being £15 per head for each = 
person attending. i personattending: E 
LC DEE | 
reegen EE 
Le Dn K) SERTER EARO EE 
Names of persons attending 
KR aaas lh Gett (I) aga a e aE 
a EE LEE 


*delete whichever is inapplicable 










a requirement where the memorandum has been altered 
by special resolution in accordance with section 5 of the 
Companies Act 1948. It is a new requirement where the 
memorandum has been altered in accordance with some 
other provision or where the articles have been altered. 

_ Where the amendment is small in extent, e.g., a change 
‘of name or a change in the nominal capital, a copy of the 
original document may be amended by rubber stamp ‘top 
copy’ typing or in some other permanent manner (but not 
“a manuscript amendment). An alteration of a few lines or a 
complete short paragraph may be similarly dealt with if the 
new version is satisfactorily permanently affixed to a copy 
he original in such a way as to obscure the amended 
words. 

` Where more substantial amendments are involved, the 
pages amended may be removed from a copy of the original, 






the amended text inserted and the pages securely collated 
The inserted material must be ‘printed’ as defined abos 
but need not be produced by the same process as. the 
original. In all cases the alterations must be validated 
the seal or an official stamp of the company. The registrar 
reserves the right to change these arrangements if experi 
ence should show them to be unsatisfactory. : 
Amended copies are required to be delivered to the 
registrar within one month from January Ist, 1973. 


Companies to which these provisions apply 

The foregoing requirements apply to all companies inc 
porated in Great Britain under the Companies Acts. Th 
do not apply to branches of companies incorporated outs 
Great Britain which have an established place of busin 
here. 













More Default Prosecutions 


C°EVERAL hundred summonses 
` kel sue by the Department of 
Trade and Industry, alleging default 
in compliance with various require- 
ents of the Companies Acts, are 
` currently outstanding, and Old Street 
‘ Magistrates’ Court is to set aside a 
“half-day twice a month in order to 
“clear some of these cases. The DTI, 
it has now been confirmed, has set up 
a new default section at Companies 
< House, and this is likely to be re- 
flected in an increased number of 

default prosecutions as a matter of 

course, rather than when some mem- 
` ber of the public makes a complaint in 
a particular case. 
` To the course of proceedings taken 
recently against 100 defaulting com- 

panies before the magistrates at Wells 
Street court (The Accountant, October 
` rath), Miss Jean Southworth, for the 
` DTI, stressed the importance of 
companies furnishing prompt and 
— accurate annual returns, annual ac- 
= counts and particulars of directors 
` and secretaries. United Kingdom com- 
pany Jaw was based on the principle 
` of disclosure, and the public file was 
the only source of information avail- 
able to members of the public seeking 

















to protect their own interests. Unless. 


"persons having the conduct of com- 
panies were to take a more serious 
` view of their responsibilities, default 


prosecutions would inevitably lead to 
further expenditure of public time and 
money. 

In a typical case, Miss Southworth 
claimed, the possible default fines at 
the rate of £5 per day might be in 
the region of £1,000. Whilst the DTT 
would not seek to advise the Courts 
in their approach to such cases, she 
hoped that greater use would be made 
by magistrates of the deterrent ele- 
ment. 

Over 4,000 default summonses have 
been taken out by the DTI during the 
current year. In our issue of October 
12th, we suggested that Companies 
House had hitherto been somewhat 


lukewarm in their approach to their 


responsibilities; this comment, whilst 
published in good faith on the informa- 
tion then available to us, is now seen 
to have done the department less than 
justice. There are, in fact considerable 
indications that this particular pot is 
being brought more rapidly to the boil. 


New Series of Tax 
Booklets 


T imputation system of corpora- 
tion tax was designed to remove 
the discrimination between distributed 
and undistributed profits of companies, 


and in theory the ‘tax credit’ machinery 


should lead to shareholders having 
further liability to tax on investmen 
income. Unfortunately, this is ni 
always the case. s 
This is one of the points made in a 
new booklet Corporation Tax — T 
Imputation System, by Mr L. H. Clar 
F.C.A., a member of the Council 
The Institute of Chartered Accoun 
ants in England and Wales, and p 
lished this month by the Institut 
The booklet has been planned as th 
first of a series of three, of which d 
other two titles are expected to appear 
shortly: Value Added Tax ~ a Hand 
book for Accountants and Businessmen 
by Messrs E. E. Ray, B.COM., F.C.A 
and E. A. Sherring, F.c.a. and Persona, 
Tax ~ The New Unified System, by 
Mr D. J. Ironside, F.c.a. Ss 
Corporation Tax — The Imputatio 
System, is available from the Publica. 
tions Department, Chartered Accous 
ants’ Hall, London EC2, price Ar 



















Share Incentive Schemi 


HE Inland Revenue interpretat 

of section 79 (2) (c) of the Fina 
Act 1972, relating to shares subject 
‘restrictions’, has led to a prospect 
liability for income tax on employ 
acquiring such shares at less than th 
market value. That this was not th 
Government’s intention was made clea 
recently by the Chief Secretary to th 
Treasury, Mr Patrick Jenkin, in th 
course of the following Parliamentary 











nswer (Hansard, October 18th): 
‘Section 79 (2) (c), Finance Act 1972 
“exempts from any charge to tax under 
-Section 79 (4) any acquisitions of shares 
which tnter alia were not subject to 
any restriction other than restrictions 
„attaching to all shares of the same 
‘class. Such restrictions usually take 
“the form of the shares concerned being 
deprived of dividend or voting rights, 
or being subject to restrictions as to 
«transfer, 

"The Inland Revenue is advised 
` ‘that where such restrictions are im- 
posed, as a condition of a loan granted 
to employees in order that they may 
“acquire shares under a share incentive 
scheme the shares may not be subject 
to restrictions within the meaning of 
section 79 (2) (c). In such cases the 
“restrictions will not reduce the value 
of the shares and an employee who 
acquires them at less than market 
value will be liable to income tax on 
‘the difference; but unless the shares 
re of a special class, subsequent 
nereases in their value will not be 
‘subject to income tax whether or not 
he scheme is approved by the Inland 
Revenue. 

“The intention of the legislation was 







































to allow shares to be acquired under an 
approved share incentive scheme at not 
less than 80 per cent of the market 
value of unrestricted shares, without 
income tax liability being incurred, if 
the scheme imposed appropriate re- 
strictions; but to charge income tax on. 
increases in the value of shares ac- 
quired under unapproved arrangements 
if any special restrictions were imposed. 
‘I propose to include in next year’s 
Finance Bill provision to ensure that 
any restrictions on the rights of a 
participant in a share option or in- 
centive scheme or on the exercise of 
those rights, however imposed and 
whether or not they reduce the value 
of the shares, are treated as restrictions 
attaching to the shares for the purposes 
of section 79 and Schedule 12, Finance 
Act 1972. The legislation will apply to 
shares acquired after today. It will not 
affect purchases of shares, other than 
shares of a special class, by individuals 
as directors and employees that are 
financed by means of loans which are 
independently arranged.’ 


Mr Jenkin was replying to a question 
from Mr Christopher Tugendhat (Con. 
City of London and Westminster). 

























ENT, rules of procedure for the 
“new Financial Accounting Stan- 
dards Board (The Accountant, April 
13th), were released earlier this month 
yy the Foundation’s trustees for 
ublic comment. The draft will also 
be open for discussion at a public 
hearing at the New York Hilton 
Hotel on December 15th. Copies are 
wailable free, upon written request, 
the Financial Accounting 
E 666 Fifth Avenue, New 
York, NY roo1g. 

-Starting next year, the seven-mem- 
þer full-time Standards Board will be 
independently responsible for issuing 
statements on financial accounting 
standards and interpretations of those 
standards for the guidance of the 
‘accounting profession and the business 
community. All important develop- 
‘ments in the operations of the Board 
will be disclosed to the public at the 
appropriate time, and its records will 
be open to public inspection. 


Draft Rules for US Standards 


Normally, the following procedures 
will be followed, once an item has 
been placed on the agenda: 


A task force will define the account- 
ing and reporting issues involved, and 
determine the nature and extent of 
research to be undertaken. 

Public hearings will usually be held, 
based on a discussion memorandum 
prepared by the task force. 

Public exposure will be made of 
proposed statements by the Standards 
Board. 

Final statements of the Board, 
requiring five affirmative votes from 
its seven members, will cover the 
opinion of the Board, background 
information, effective date, and im- 
plementation methods. 

Mr Marshall S. Armstrong, C.P.A., 
of Indianapolis, a Past President of the 
A.LC.P.A., has been appointed the first 
chairman of the Board, as ‘the first and 
unanimous choice of the trustees’. The 
appointment of other Board members 
is expected before the end of the year. 






















Mr Alastair Young, C.A., is to become Assist- 
ant Director of the Post Qualifying Education 
Department of The Institute of Chartered: 
Accountants of Scotland on November 6th,” 
He joins the Institute's educational staff from 
Cooper Brothers, for whom he worked in 
Glasgow, London, and Toronto. His appoint- 
ment comes at a time when the Institute's 
educational activities are being considerably 
increased and re-orientated to meet the new 
educational requirements. 


Wolverhampton 
Silver Jubilee 


ONGRATULATING members 

of the Wolverhampton Society of 
Chartered Accountants on the at- 
tainment of their silver jubilee last 
week, the Vice-President of the In- 
stitute, Mr Kenneth Sharp, T.D., M.A., 
F.C.A., said that Wolverhampton had 
been the first branch society to be 
formally constituted within a District 
Society area, and had set the pattern 
for the future. The Institute’s Council 
was currently considering proposals 
for a federal structure of branches 
within each district to increase the 
identification of members with their 
local organization. 

Mr Sharp was responding to the 
toast of “The Institute of Chartered 
Accountants in England and Wales’ at 
the society’s silver jubilee banquet 
last Friday. He continued: 

“We are striving to impress upon 
our European professional colleagues 
and upon the Common Market com- 
mission, the validity of the UK 
philosophy of company accounting 
when compared to the more pre- 
scriptive’ approach frequently to be 
found on the Continent. 

“We will undoubtedly in this country 
receive much benefit, in many spheres, 
where the experience and practices of 
other members. of the Community. 






are superior. But one of the fields in 
-which we in this country have a great 
deal to offer is company accounting. 
‘We must use all our endeavours to 
convey to our friends across the 


Channel our belief in the value of 
principles and concepts ... [which 
have] stood the test of time and 
experience in a remarkably resilient 
way’. 





Peripatetic Presidents 


RESIDENTS of several United 

Kingdom bodies of accountants, 
who headed their respective delegations 
to the Tenth International Congress, 
-have also taken advantage of the 
‘opportunity to keep in touch with 
their branches and members overseas. 

Mr D. S Morpeth, T.D., B.COM., 
p.c.A., President of The Institute of 
Chartered Accountants in England 
and Wales, left for the Congress 
immediately following the annual 
dinner of the West of England Society 
of Chartered Accountants (reported in 
The Accountant last week), flying by 
way of Rome and Hong Kong, where 
he held a reception at the Mandarin 
Hotel to meet chartered accountants 
in the Colony. 

Another President with an exacting 
itinerary was Mr A. W. Howitt, M.A., 
ECA., FCMA, J-DIP.M.A, of The 
Institute of Cost and Management 
-Accountants, who, in addition to 


"presenting one of the national papers 


on the theme of ‘Information for 
Management’, has been host to ICMA 
members and their wives, government 
officials and leading industrialists at 
receptions in Tokyo, Hong Kong, 
Singapore and Kuala Lumpur. For 
another member of the ICMA dele- 
gation, its Secretary, Mr Malcolm 
Walters, c.B.E., the visit has had par- 
ticular significance; he was born and 
educated in New South Wales and 
subsequently commissioned into the 
Australian Staff Corps from the Royal 
Military College, Duntroon, winning 
the coveted King’s Medal. 

As noted in The Accountant for 
October 12th, the President of ‘The 
Association of Certified Accountants, 
Mr A. W. Nelson, F.C.c.4., F.T.LL, 
circumnavigated the globe in the 
opposite direction, by way of the 
Association’s branches in Jamaica 
and Mexico, and returning to the 
UK via Singapore, Hong Kong and 
Beirut. 





Mr D: S. Morpeth, T.D., B.Com., F.C.A., President of The Institute of Chartered Accountants 


“in England and Wales, second from right, with some of his guests at a reception in Hong Kong. 
‘Left to right: Mr E. H. V. McDougall, Secretary of the Scottish Institute; Mr G. M. MacWhinnie, 

~R.C.A.; Mr A. I. Mackenzie, B.A., C.A., President of the Scottish Institute ; Mr Robert Sheldon, 
ECA., President of the Association of Chartered Accountants in Hong Kong, and Mr J. P, 
Hough, F.C.A., Secretary of the English Institute. 


Pensioner Misinformed | 
by Revenue 


"1 PNRESERVED apologies’ on be- 
half of the Inland Revenue ha 
been offered to Mr Leslie Bulmer, 
Colchester, following an investigati 
of his case by the Parliamenta 
Commissioner for Administration, Si 
Alan Marre. ae 

Mr Bulmer, a 67-year-old. retire 
warehouseman, had returned to wor 
for his former employers on a part 
time basis. He was also in receipt of : 
pension from them, and was entitle 
to a National Insurance retiremen 
pension for himself and his wife 
These various sources of income wer 
dealt with by different tax offices, wit 
the result that he received -eigh 
changes of code number within th 
space of five months. He also receive 
a notice alleging £4267 underpaymen 
of tax. 

On disputing the underpayment, 
received a reply from an Inspecto: 
of Taxes which did not satisfy him, 
and took the matter up with his MP 
who in turn referred it to the Parlia 
mentary Commissioner. It was d 
covered that the ` Inspector’ 
explanation was inaccurate, and tha 
the tax office had given Mr Bulmer’ 
employers an incorrect code number. 

Accepting that the underpayment 
arose substantially from official erros 
the Inland Revenue Department ha 
agreed to remit the amount du 
together with underpayments of {2 
relating to earlier years. 


Scottish Institute's 
VAT Guide 


EVEN members of The Institute 

of Chartered Accountants of Scot- 
land, led by Mr G. D. H. Dewa 
C.A., a Past-President, have collab 
orated in the production of VAT 73 
The Accountants Guide to VAT 
commissioned by the Research and 
Publications Committee of The. Insti- 
tute, jointly with its Taxation Com- 
mittee. 
In the words of the authors, ‘th 
introduction of VAT is going to mea 
more direct contact with the Custom 
than hitherto for both practising an 
non-practising accountants. This must 
inevitably be so, because the number — 
of traders affected by VAT will be over ` 
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zo times the number affected by 
purchase tax. The accountant in com- 
merce and industry is likely to have the 
greatest direct contact, but the practis- 
ing accountant who is responsible for 
his client’s records or who acts as an 
adviser will also be involved to a very 
considerable extent’. 

Within the compass of 177 pages, 
he book includes chapters on inter- 
pretation, exemption and zero-rating, 
special situations, retailers’ schemes, 
Customs and Excise regulations, and 
accounting and audit implications. 
‘There are also four appendices repro- 
ducing the appropriate portions of the 
Finance Act 1972, the Customs and 
Excise Act 1952, relevant statutory 
instruments, and Customs and Excise 
VAT notices. 

In a foreword, Mr A. I. Mackenzie, 
GA, President of the Scottish Insti- 
e, expresses the hope that the book 

























large number of business people who 
will have to deal with various aspects 
of the application of VAT and its 
repercussions. VAT 73 is published by 
the Scottish Institute at its Edinburgh 
headquarters, price £2. 


Management Game 1973 


NTRY lists opened this week for 

the 1973 National Management 
Game — an exercise which provides an 
opportunity for varied groups of 
people to put their management 
skills to the test. 

The competition commences in 
January, and the finals will be played 
‘live’ in London in June for the £500 
first prize and the title of UK National 
Management Game Champions 1973. 
The game is sponsored by the 
Financial Times, The Institute of 
Chartered Accountants in England 


Computers Ltd; the entrance fee 
is £25 per team and the closing date 
for registration November 30th, 1972. 

The problems, the risks, the de- 
cisions and their consequences involved 
in running a company in competitive 
situations are simulated through a 
computer model. Each team is 
designated a ‘company’ which markets 
a ‘consumer durable’ product; it 
starts in an identical business situation 
and has to make various decisions on 
the employment of available resources, 
in producing and marketing the com- 
pany’s product. 

This is the fourth in the series of 
National Management Games. The 
winners of the 1972 Game, Essex 
County Council Treasurer’s Depart- 
ment (The Accountant, June 29th) 
subsequently defeated other teams 
from Ireland, Wales and Denmark to 
win the title of international 
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D be a most valuable aid to the very 


HIS IS MY LIFE 


No Waltzing with 
Matilda 


by An Industrious Accountant 


| WISH I could have got out to Sydney for that Congress. 

Ul tried, of course, though it was as forlorn a hope as ever 
flickered. I waited until the chairman was in a particularly 
happy mood, to start, and then sprang on him the news 
that our property valuation advisers had come up with an 
incredibly increased figure for the market value of our 
assorted premises. 

He beamed. The obvious follow-up was a reference to a 
ansfer to capital reserves and to delighted shareholders, 
with a modest implication that this happy event was really 
ther due to my own acumen. As he didn’t actually 
purn the idea out of hand I ventured the final attack. 

Clearly even more profound possibilities awaited 
scrutiny, I said with a well-rehearsed expression of con- 
centrated wisdom. Indeed, the greatest brains of the financial 
world were assembling to discuss them in the immediate 
future. Moreover, two friends of mine had asked me to 
join them, as I still had some ten days untaken holidays, 
and perhaps a contribution to my travelling expenses by 
the company wouldn’t be unreasonable. There could well 
be a substantial pay-off. 

At the word ‘contribution’ the chairman looked hastily 
at his watch and stood up. That’s the trouble with directors. 


and 


International champions. 





No imagination. No vision of return on investment. Just 
penny-pinchers. He asked faintly ‘how much?” 

I didn’t answer, naturally. One must time one’s impact. 
A galaxy of talent would discuss the relevant themes 
of bases of accounting other than historic cost, I explained, 
(though for all I know Captain Philip’s hardbitten followers 
expended cartridges rather than cash for their estates) and. 
of ascertainment of periodic financial results (probably 
wide-awake men in Anzac hats counting sheep escalating 
over gates in the small hours). 

The chairman said reflectively that he’d take the formal 
accounts areas as past history. What he wanted as a new- 
comer was information, quick, accurate, and so tabulated 
as to stimulate ideas. To quote in answer the US and 
German papers’ titles was sufficient, I thought. He rather 
deflated me, however, by commenting that the titles 
sounded like the traditional treble-cross, different statistics 
for the shareholders, revenue men, and managing director. 

This ancient jibe isn’t funny any longer (partly because 
of a recent local swindler whose name I can hardly be 
expected to publish) but the Australian paper on the audit 
report (‘forcing strong wills perverse to steadfastness’ 
to quote Kipling’s line on Sydney) would cope with that 
problem. No jolly swagmen would make hay in their 
billabongs with good auditors watching. 

He almost acquiesced. ‘All right, where’s it located? In 
London?’ he asked. I told him, casually, as a matter of 
course, and then he started like a guilty thing upon a 
fearful summons. He reached for the leaflet with shaking 
hand. ‘Champagne breakfast . . . surf carnival .. . Japanese 
translators .. . corroboree,’ he gasped, and then recovered 
his poise with an effort. “Tell you what’, he smiled, ‘we'll 
buy you a copy of their Book of Proceedings’. 

That’s how my scheme boomeranged back on me and T 
didn’t go waltzing with Matilda after all. - 





just published — 
DE VOIL ON 


LUE ADDED TA. 


By PAUL W. DE VOIL, B.A.(Oxon.), F.T.LL, Solicitor 
formerly one of H.M. Inspectors of Taxes, author of Tax Appeals, 
Consultant Editor: D. J. WILLSON, C.B.E., T.D., 
formerly the Solicitor for the Customs & Excise. 
Managing Editor: John Jeffrey-Cook, F.C.A., F.T.LI. 


This is a completely new work, dealing with the law relating to value added tax. 


The work is loose-leaf, to allow for the insertion of new material, and is divided into two main 
parts: 


The Commentary consists of a complete, authoritative and up-to-date exposition of the whole of 
the VAT legislation to date. It provides a thorough and lucid explanation of the principles behind 
the tax. It will be expanded and revised as the law develops. 


The Legislation contains the reproduction in full of every relevant statute and regulation. This, too, 
will build up with the rapid issue of Orders and Regulations. Pages containing their full texts will 

be issued as soon as they are available. This is the only work which is specially designed to 

build up in parallel to the actual issue of the legislation, and which will keep its users fully supplied 
with up-dating material. : 


As the service has been prepared to keep pace with the issue of the legislation, pages will, at first, 
be sent out at very short intervals. Statements will be made only if they can be substantiated, so that 
the work builds up a reputation as a reliable reference work on the actual law and practice of 

value added tax. 


Full details of this work are available on application. 


£8-50 net, post free (including all material up to March 31st, 1973). 406 51460 7 
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N EW TAX TIT LES FROM BUTTERWORTHS 






Just published 
THE TAX PRACTITIONER’S DIARY 1972-73 
Edited by BUTTERWORTHS EDITORIAL STAFF 


This is the first diary designed exclusively for tax 
practitioners. It fulfils the need both for a modern, 
compact diary and for a source of basic, informative 
day-to-day tax data. 


Its neat size (77 x 34”) and handsome, durable bind- 
ing recommend it still further as an invaluable 
companion to the hard-pressed practitioner, both in 
and away from the office. 


THE TAX PRACTITIONER’S DIARY covers 15 
months from the beginning of October... This 
coincides with the increased impetus in business 
appointments following the summer period, and 
also ensures that the contents are as up to date as 
possible and include the provisions of that year’s 
Finance Act. 


The diary part has two weeks to an opening, thus 
helping the user to plan his immediate appointments 
at a glance. 


Out of the Diary’s 180 pages, 72 are crammed with 
a rich source of basic tax information. This includes 
lists of official publications, data on Capital Gains 
Tax, Estate Duty, Income Tax and Surtax, Log- 
arithms and Anti-Logarithms, National Insurance, 
Ready Reckoner Tables, Stamp Duties, Double 
Taxation Agreements, Foreign Exchange Rates 
and Gilt-edged Securities, 


With THE TAX PRACTITIONER’S DIARY to 
hand, every practitioner can now refer to any item — 
personal or professional — that he needs to know 
at any time and in any circumstances. 


£1-60 net, post free (including purchase tax). 
406 53950 2 





To: BUTTERWORTH & CO (Publishers) LTD 
88 Kingsway, London WC2B 6AB (Post Orders) 
11-12 Bell Yard, Temple Bar, London WC? (Personal Callers) 


ORDER FORM 


Please supply the following....... 


NAME 
(Block letters, please) 


ADDRESS......... 





Registered in England, No. 125354 


BUTTERWORTHS TAX HANDBOOK 1972-73 


+ occurred since last year are also reflected in the amend- oe 






Ee Aa SIGNATURE.. KEE 
Cash with order is essential except for registered customers, and in any case expedites espatch. 





Ready soon 






covering Income Tax, Corporation Tax and Capital Gains 
TGR. SNE Ee ; 

Edited by DAVID ROBERTS of Butterworths Editorial 
Staff 

Known. as the ‘Yellow Book’, this. publication is an 
invaluable aid, both in and out of the office, to all those 
who handle tax matters. Each year it provides, in a 
compact, concise form, the plain texts of the Income Tax 
Acts. Corporation Tax Acts and the enactments relating 
to capital gains. The text in the present issue is set out as 
known at August 6th, 1972, 

The Finance Acts of 1971 and 1972 have made a large 
number of amendments and repeals which do not take 
effect until the year 1973-74 or April 1973, and are thus 
not incorporated in the text of this year’s edition. These. 
changes will have a substantial effect on existing tax laws. 
An Appendix is therefore included, listing all the pro- 
visions which. have been amended or repealed, with 
references to the amending legislation: Those provisions 
which have been heavily altered are printed in full as 
amended for 1973-74, 406 50988 3 































WHILLANS’S TAX TABLES AND 
TAX RECKONER 1972-73 : 

By GEORGE WHILLANS, F.T.LI, FIR. F.R.Econ.8. 
Now in its twenty-fifth year, this annual publication will 
continue to be valued as a quick, compact and reliable 
guide to innumerable aspects of taxation. Well over half 
of Whillans consists of tables and ready reckoners, 
specially compiled and laid out for quick and accurate 
calculations. The other factual information it contains 
is also set out clearly and logically, Items for particular 
attention this year include: the surtax rates for 1971-72; 
the new estate duty rates and exemptions; and the Nat- 
ional Insurance benefits increases which are exempt from 
income tax for 1972-73. The numerous changes that have 















ments and improvements made to tables such as: average 
rates of exchange for foreign currencies; tables of income 
tax rates and reliefs; and capital allowances. 


70p net, post free. 406 54307 0 
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TE Tenth International Congress of 
_ | Accountants was officially opened on 
` Tuesday morning of last week in the vast 
auditorium of the Hordern Pavilion at the 
Royal Agricultural Society’s show ground, 
Sydney, by the Governor-General of 
Australia, Sir Paul Hasluck, G.c.M.G., 
G.C.V.0., K.ST.J. The opening oration was 
delivered by the Chief Justice of the 
High Court of Australia, Sir Garfield 
Barwick, G.C.M.G., P.C. 

Welcoming these distinguished guests, 
together with over 5,000 members and 
accompanying persons who were present, 
Sir Ronald Irish, opp. F.c.A.(AUST.), the 
Congress President, said: 

‘To everyone here today, from Aust- 
ralia and other lands, it is my personal 
privilege to say how happy we are that 
you are participating in this memorable 
event in the history of our profession. 

‘We meet together in this Congress 
with a sense of purpose dedicated to the 
pursuit of our profession, remembering 
“that our supreme duty is to serve society, 

and that we want to carry our profession 
forward to still greater usefulness for our 
fellow-men. 

“Therefore, it is fitting that I should 
read you some words written several 
hundred years ago by a famous English 
philosopher, Francis Bacon: 

“I hold every man a debtor to his 
profession, from the which as men of 
course do seek countenance and profit, 
so ought they of duty to endeavour 
themselves by way of amends to be a 
help and ornament thereunto.” 

‘On this note, I will now ask you, Your 
Excellency, if you will officially open the 
Tenth International Congress of Ac- 

--countants.’ 


Governor-General’s opening 
address 


In the course of his opening address, 
© His Excellency, the Governor-General, 
referred to the fact that this was the first 
International Congress of Accountants 
to be held in the Southern Hemisphere. 
Australia was honoured. he said, to have 
been chosen as the host country. 
‘The profession of accountancy’, said 
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Australia Host to the Profession ` 


‘Communication’ the Congress Theme 


His Excellency, ‘is well established here. 
Indeed, the practice of accountancy may 
rightly be described as one of the basic 
institutions in the economic and political 
life of Australia. The soundness of 
accounting methods and the integrity of 
its professional members are relied upon 
as an essential element in the functioning 
of commerce, industry and administra- 
tion. We are in the happy condition where 
most Australians rely as a matter of 
course on sound accounting, whether it 
be in their private affairs or the tasks of 
government. Because of this state of affairs 
we have a strong national interest in the 
fact that a great international gathering 
of accountants is being held in Australia 
and believe that it will be of great benefit 
to us in encouraging and improving ac- 
countancy training and higher standards of 
accountancy practice. We trust that, on 
our side, we may have something of value 
to contribute to the discussion.’ 

His Excellency said that, by the end 
of the present century, the Asian and 
Australian region would include three- 
quarters of the world’s population and a 
very considerable part of the world’s 
physical resources, both actual and 
potential. Already Japan, China, India, 
the Asian Republics of the Soviet Union, 






Scene at the opening session. 











Sir Ronald Irish 


and Australia, were countries of maj 
significance in the production and trad 
of the world. He continued: 

‘This is a region that will play an 
increasingly important part in world 
economy, both as producer and as con- 
sumer. It is clearly a part of the world 
where all peoples in all continents will 
have an interest in knowing whether the 
books are well kept, and whether 
the planning of development and the 
measurement of its results are accom 
panied by reliable accounting. What 








happens in this half of the world is going 
to have a powerful impact in the future 
on what happens in Western Europe and 
North America. The economic interaction 
cof events in all these countries of the 
East is bound to have a decisive effect on 
he wealth and welfare, the shared 
happiness and the peace of all mankind. 
Itis of more than academic interest that, 
so. far as is humanly possible, we get our 
figures right and that we can trust each 
other’s figures. 

` “Consequently, I welcome you to a 
conference in Australia not only for our 
` own sake but also because a congress 
here may draw more attention to this 
‘region, and its growing importance in 
world affairs. For many of those with an 
Atlantic outlook this Pacific and Indian 
Ocean region has hitherto been regarded 
as “the far side of the world”. That is 
changing. Great things are stirring here. 
“There is an energy, ambition, a technical 
efficiency and untapped resources that 
will transform the world situation before 
the end of the century, both in terms of 
political power and economic activity, 
This change will demand great adjust- 
_ ments in thought. 

‘By holding these meetings regularly 
since 1904 in various countries, you 
have asserted your faith that, because 
business is international, therefore ac- 
counting must be international. You have 
set before yourselves an ideal of reliability 
in accounting and have sought to have that 
ideal accepted throughout the world. You 
have worked out standards of professional- 











Mr D P. Williams, F.A.S.A., President, Australian Society of Accountants, feft, is presented 
to the Governor-General, Sir Paul Hasluck, G.C.M.G., G.C.V.0., K.St.J., by the Congress 
President, Sir Ronald Irish, O.B.E., F.C.A.(Aust.), watched by Mrs Harrowell and Mr J. R. 
Harrowell, F.C.A.(Aust.), President, The Institute of Chartered Accountants in Australia. 





ism in accountancy and sought to have 
these standards accepted in more and 
more countries. This is commendable. I 
commend it with the full politeness and 
all the praise that it deserves.’ 


Opening Oration 


The Chief Justice of the High Court of 
Australia, Sir Garfield Barwick, then 
delivered the opening oration, taking 
as his subject ‘Communication’. In the 
course of his address, he said: 

“The happenings of the world are known 
almost on the instant in its capitals. We 
can be almost anywhere in the world, from 
wherever we are, in much less than two 
full days. The facilities for communication 
are vast, extensive and readily available. 

‘What are we communicating? To what 
use are we putting these capacities we 
have had brought to us in such a very 
short time? Are we, humans, using our 
powers of and facilities for communica- 
tion for the society, for its maintenance 
and its survival; or rather are we em- 
ploying these powers and facilities for 
individual benefit without regard to the 
effect on the society of our own indul- 
gence, often with complete indifference 
to the society and the duties we owe it?’ 

‘In some respects, by emphasis on the 
individual and his rights, we have 
achieved equality, not merely absence of 
oppression or absence of domination but 
equality of opportunity and of claim on 
the society. That is right and proper. But 
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equality in a society brings obligations, not 
least amongst them, the obligation to fit 
into and become part of the society of 
equal men and women. 

‘The increased ~ and may I say 
increasing — facility for communication 
places at the disposal of all men of good- 
will a considerable instrument for pro- 
gress in human relationships, particularly 
and perhaps pre-eminently in the field 
of what we are accustomed to call “mass 
communication”, But is it so used? 
Whether it be in print, or on the screen, a 
large proportion of paper and time seems 
to be absorbed in the dramatization of the 
trivial, in misplaced emphasis, the parade 
of that which may shock and of what is no 
more than provocative of controversy, all 
too often for the mere sake of being 
controversial. Not only does the trivial 
tend to be exaggerated, the negative to 
be emphasized, but solid achievement not 
only lacks praise but is ignored.’ 


Promotion of goodwill 


‘But, allowing for the difficulties to 
which I have briefly referred, modern 
means of communication, including ease 
of travel, must tend to better international 
understanding and I would hope to the 
promotion of real goodwill. Mutual 
respect and mutual confidence are in- 
dispensable to international harmony. 
Good or ready means of communication, 
used with honesty and goodwill, afford 
excellent opportunities to work towards 
that harmony. 

‘I leave with you the thought that to 
understand, and to be understood, can 
only result from conscious effort made 
with tolerance and goodwill, Failure to 
understand, and to be understood, 


whether it be in personal, professional, 
national or international relationships, is as 
profitless as ships that pass in the night, 
unseen and unheard. It represents the loss 
of an often irreplaceable opportunity.’ 





The special postage stamp, value 7 cents, 
issued by the Commonwealth Postmaster- 
General to commemorate the Congress. The 
design incorporates an abacus and a com- 
puter circuit. 
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Plenary Sessions 


MEMBERS attending the Congress 
had the opportunity of discussing 
three of the six international papers 
which had been distributed beforehand, 
and the views of the discussion groups 
were then presented by an international 
commientator in plenary session. (The 
author and commentators on each paper 
were announced in The Accountant for 
August 31st.) 

The first plenary session, on October 
18th, was devoted to commentaries on 
Mr R. D. Stewart's paper ‘Ascertainment 
of periodical financial results’, and Mr 
J. B. Studdy’s on “The audit report’. A 
summary of Mr Stewart’s paper is 
reproduced on other pages of this issue, 
and Mr Studdy’s paper was summarized 
in The Accountant last week. 

Speaking to his paper, Mr Stewart 
described the key to assessing the pro- 
gress of a business as ‘continuous moni- 
toring of the human element’. All wealth, 
he claimed, was directly or indirectly 
created by business, and the possibility of 
survival and qualitative growth stemmed 
from the accomplishments of the human 
resource. Governments should abandon 
the ‘stick and carrot’ philosophy of fiscal 
incentives and concentrate instead upon 
‘improving the illogical processes of the 

‘human mind’, 

Commenting on this paper, Mr H. M. 
Titter, of New Zealand, described it as ‘a 
critical analysis of the many deficiencies 
that are often evident in financial state- 
ments’. He believed that companies 
could go a long way towards improving 
the information given to users, even with- 
out resorting to some of Mr Stewart’s 
more radical suggestions. 


Current-value accounting 


In the course of the second session, 
Drs W. van Bruinessen (whose paper on 
‘Bases of accounting other than histori- 
cal cost’, was summarized in The Account- 
ant last week), said that the objection most 
‘commonly raised by opponents of 
current-value accounting was that it 
lacked ‘objectivity’. This argument he 
found difficult to accept; there was no 
reason that he could find for regarding 
‘current-value accounts as of a ‘subjective’ 
nature, and he suspected that there was 
‘some psychological resistance to such 
accounts. The real argument, in his view, 
was not ‘lack of objectivity’; but ‘lack of 
certainty’; many of his colleagues now 
preferred accounts based on current 
values as giving more relevant informa- 
tion. 

Mr F. S. Somekh, GPA, F.C.C.A., 
FCMA, the international commentator, 
called for the establishment of an inter- 


President, Ninth International Congress; D. 


Australia. 


national body to advise and assist in the 
harmonization of current-value reporting 
on an international scale; ‘unco-ordinated’ 
departures from the principles of histori- 
cal cost accounting which were still used 
in many countries could only lead to still 
greater disparity in international account- 
ing practices. 

Mr Robert M. Trueblood’s paper on 
‘Information for proprietors and others’ 
(summarized on other pages of this issue) 
drew a particularly comprehensive com- 
mentary from Dr J. A. Malenoski 
Benezet, of Argentina. Remarking on Mr 
Trueblood’s segregation of ‘core state- 
ments’ and ‘satellite statements’, he said 
that legislative requirements in certain 
countries prevented accountants from 
preparing financial statements in the 
most effective form; the ‘annual report’ 
was often the only effective means of 
communication at the disposal of manage- 
ment. In principle, the ‘core’ and 
‘satellite’ distinction had been approved 
by all the discussion groups. The public 
was demanding more and more informa- 
tion, but one of the hazards faced by the 
profession was that any amateur con- 
sidered himself competent to read and 
appraise financial statements; thus the 
more information that was supplied, the 
greater the risk of error. There was an 
educational problem, already being faced 
in some countries, in training the general 
public to appreciate the contents and 
significance of financial statements, and 
what accountants and auditors were doing. 

Any business. man appreciated that 


Members of the platform party at the opening session. Left to right: Messrs P. J. Davidsen 
Chairman, Congress Committee; G. W. Bottrill, Vice-President of the Congress; F. M. Richar 
P. Williams, President, Australian Society o 
Accountants, and J. R. Harrowell, President, The Institute of Chartered Accountants i 
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conditions and expectations were con 
stantly liable to change, and therefore. 
that ‘50 per cent of one’s time could:be 
spent in assembling a forecast, and the. 
other 50 per cent in explaining why the 
results had turned out differently’, 


Some of the congregation after the special: 
Congress service in St Andrew's Cathed 

Sydney. The service was conducted by th 
Very Rev. Dr A. W. Merton, Dean of Sydney, 
the Lessons were read by Mr P. E Trigg. 
O.B.E., F.C.A.{(Aust.), A.C.LS., a lay Cam 
of St Andrew's, and by Mr D. S: Morpe’ 
TD. B.Com, F.C.A., President of The 
Institute of Chartered Accountants in England. 
and Wales. ue 


























Consolidation problems 
The third and final plenary session, on 
October 20th, opened with Mr Rae 
Smith’s paper (also summarized in the 
present issue) on ‘Principles and problems 
“in consolidation.’ The author suggested 
that the different views entertained by 
accountants on this subject were differ- 
ences of emphasis rather than of principle. 
Different national legislatures favoured 
various percentages of shareholding as 
creating a ‘holding’ and ‘subsidiary’ 
relationship ~ 25 per cent in the Nether- 
lands and a possible 30 per cent in South 
Africa — and, while he personally did not 
favour reducing the concept of ‘control’ 
‘below the 50 per cent standard, it could 
be recognized that 25 to 30 per cent 
holdings often represented an effective 
dominance. The pooling ‘of interests’ by 
two or more companies, though a com- 
paratively rare event, was nevertheless 
one which accounting treatment should 
be prepared to recognize; the issue of 
voting equity stock as consideration for an 
acquisition was not in itself conclusive 
-evidence of a ‘pooling’, and one had 
also to apply the size test. 

Arising from the commentary by M 
_ Mazars, of France, it appeared that one of 
the most controversial concepts involved 
itv a consolidation was the accounting 
treatment of ‘goodwill’. This term, as a 
convenient expression for the excess of 
cost over the book value of assets acquired, 
should be analysed between the various 
“circumstances giving rise to it - for 
example, revaluation of assets, creation 
_ of intangible assets, the price paid for 
control, and even the possibility of a bad 
bargain. Too often, neither the terms of 
the agreement nor any data available from 
the preceding negotiations gave any con- 
¿elusive indication of the factors involved 
in determining the price. Nor should it 
"be forgotten that ‘goodwill’ arising on a 
consolidation did not affect the share of 
“net assets belonging to the minority 
shareholders. 































information for management 

“The author of the final paper, Dr 
"von der Tann, Wirtschaftspriifer, said 
-that he had been told that his paper con- 
. tained ‘quite a lot which neither account- 
ants nor management wanted to hear, 
-but which they should hear’, When deal- 
“ing with ‘information for management’, 
one should remember that a ‘flash’ report 
of go per cent accuracy could sometimes 
be more valuable than a more accurate 
report much later; the greater the degree 
of accuracy required, the longer was 
required to verify the facts. There was 
a real danger in the proliferation of infor- 
mation that was not used to advantage; 
the facility of EDP systems sometimes 
led to this end, and he strongly advised a 



















Mr A. W. Howith, MA F.C.A., J.Dip.M.A., 
President, The Institute of Cost and Manage- 
ment. Accountants, right, with a Congress 
member from Thailand and his wife, at the 
Congress President's Reception at Sydney 
Art Gallery. 


constant review of the cost of producing 
reports as compared with the benefit 
derived. 

The international commentary pre- 
pared by Mr R. L. Paras (Philippines), 
made the point that accountants ac- 
customed to preparing information re- 
ports from traditional historical records, 
must ‘re-orientate’ their thinking so as to 
place emphasis on the need for up-to-date 
information for control, and projection 
into the future. Managers were con- 
cerned, not to shut the door after the 


horse had bolted, but to prevent it from 
being opened in the first place. 
Accountants could make their maxi- 
mum contribution to decision-making 
and control, it was suggested, as part of 
the management team. Participation by 
the accountant in discussion of the 


financial implications of alternative 
strategies in production, sales, supply, 
design and other matters would 


strengthen and develop his influence as a 
member of management. 


Congress President’s 
Reception 


The Congress President, Sir Ronald 
Irish, 0.B.E., F.c.A.(AUST.), held a recep- 
tion at the Sydney Art Gallery on Monday 
evening, October 16th, when Sir Erik 
Langker, K.ST.J., 0.B.E., President of the 
Royal Art Society of New South Wales, 
presented the $A2,500 award to the 
winner of the Congress art competition. 
From over 150 entries received, the 
successful exhibit was that of Dr Lloyd 
Rees, of Sydney, whose composition 
‘Mountain Forms and Waterfalls’ was 
described by Sir Erik as ‘an outstanding 
example of art’. 


Symphony Concert 


The symphony concert in the Sydney 
‘Town Hall on October 18th was remark- 
able both for its first performance of 
Raymond Hanson’s piano concerto ~ 
a work specially commissioned for the 
Congress — and for the presence on the 
conductor’s rostrum of Patrick Thomas 


At the English Institute's Reception, Mr D S. Morpeth, T.D., B.Com., F.C.A., President of the 
B. 


institute and Mrs Morpeth, /eft, with Sir Ronald Leach, C. 


E., F.C.A., Chairman of the Account- 


ing Standards Steering Committee, and Lady Leach. 





_ October 26th, 1972 


who, in addition to a distinguished 
musical career, also trained as an ac- 
countant. A former flautist with the 
“Queensland Symphony Orchestra, Mr 
Thomas is also a talented pianist and 
organist, and is now regarded as one of 
_ Australia’s outstanding conductors. His 
Special interest is in music for young 
` people, and he has recently completed a 
tour of the USA, Canada and Europe 
as a Churchill Fellow. 
The soloist in the concerto was Albert 
«Landa, now professor of piano in the 
New South Wales Conservatorium of 
: Music, who made his concert debut at 
the age of ten. Other works in the pro- 
gramme included Wagner’s Prelude to 
"Der Meistersinger’, four pieces by the 
Australian-born composer Percy 
Grainger, and Dvorak’s ‘New World’ 
symphony. 








The President of the Ghana Institute of 
Chartered Accountants with the Congress 
President. 





‘Woman’s Point of View 


THE Ladies’ Symposium on October 
18th, led by Lady Webster, produced. 
six addresses of uniformly high quality 
on ‘Woman’s role in the developing 
world from the United Kingdom, 

_ America, India, Mexico, the Philippines 
cand Australia. From the UK, Lady 
-Gore-Booth stressed the importance of a 

“happy marriage and stable family life in 
‘giving the young at least some chance of 
distinguishing right from wrong in a free 
society, which can in itself so easily 
slide into a drift society’. It was no good, 
she said, seeking to blame a ‘generation 
gap’ which should not exist in the first 
place, 

_ Though American women were often 
envied by their sisters in other lands for 
their freedom to come and go as they 
pleased, Mrs Dorothy Linowes painted 
a rather different picture. Many American 
wonten, she said, were widowed, divorced 
‘or living in ‘broken homes’ (more than 
 ope in three of all American marriages 
‘end in divorce) and the proportion of 

¿women in the professional and executive 
“bracket earning more than $7,000 p.a. 
was very low. Most feminist activities, 

` she alleged, were ‘rebellions against a life- 

style that makes living conditions difficult, 
gather than against legal and economic 
restrictions’. 

1 From the Indian continent, Mrs Sen, 

“herself a chartered accountant, claimed 
that Indian women had achieved ‘a 
wonderful synthesis of traditionalism 
with modernity’, synchronizing the role 

“of motherhood with that of a bread- 
winner. Three countries ~ Israel, India 
and. Sri Lanka (Ceylon) now had women 
Prime Ministers; the role of women in the 


developing world was surely to ‘overcome 
all the handicaps of being a woman with- 
out giving up femininity’. 

Mrs Elena Portilla (Mexico) referred 
to the clearly-defined social structures in 
all Latin-American countries — although 
female aspirations to the professions 
were now supported by the Mexican 
government, and the law stipulated equal 
pay for women. Mrs Paras pointed out 
that the Philippines had set an example 
to some larger countries in electing a 
woman as President of their Institute of 
Certified Public Accountants. On the 
other hand, Filipino society m general 
had not yet accepted that women were 
capable of having a dual role in the home 
and in the community. 

Winding up the discussion, Professor 
Judith Robinson (Australia) suggested 
that it was dangerous for woman to 
undervalue herself on the theme of ‘I’m 
only a girl’ — particularly when faced with 
the crucial issues of education, marriage 
and motherhood. Within an expectation 
of life of 7o years or more, there should 
be opportunity for an extended education, 
for marriage and motherhood, and also 


for a significant working life outside the ` 


home if this was what she wanted. The 
care of a matrimonial household should 
be accepted by couples as their joint 
responsibility, and those who elected to 
establish a pattern different from the 
conventional image ‘should not have 
their purposes frustrated by immobile 
social structures or outmoded attitudes’, 
This, she said, was one ideal to be 
translated into practice, as ‘one of the 
great tasks of the future for men and 
women alike’. 










Closing Oration 


At the closing session of the Congress ` 
last Friday afternoon, the final oration was 
delivered by Professor A. S. Carringtor 

M.COM., FASA, FRAMA, Dean of the 
Faculty of Commerce in the University 
of New South Wales and chairman. of 
the university’s computing science com- 
mittee. In the course of his address, 
Professor Carrington said: 






























‘A major concern. which has permeate 
much of the Congress has been the exces- 
sive range of choice among accountin, 
methods which ‘by its unrevealed impact 
on reported results damages both the 
value and the credibility of accountin 
This problem, which has also been spec: 
fically canvassed in relation to the audit 
report and consolidations, has been. 
attributed. in large part to the absence of 
unequivocal and comprehensive accoun 
ing principles. R 

‘In apparent conflict with this wide 
spread concern that reliable accounting 
principles be established to guide prac- 
tice, has been the strong opinion against 
enforced uniformity, expressed by no 
fewer than three of the international 
authors and many other speakers. The 
main grounds for this viewpoint are that 
regulation leads to imposition of con 
straints rather than interpretation of 
economic realities, that necessary progress 
is likely to be inhibited and that diversity 
of needs, organizations and environs 







































Professor Carrington delivering the closing 
oration. : 


ments makes comprehensive regulatior 
impracticable. and undesirable. It is 
proposed to examine this apparentl 
serious conflict of view and to suggest tha 
a logical development of ideas. expressed 
at Congress provides a solution which. ` 
reconciles both schools of thought. E 

‘Behind these more immediate: 




































problems has been the awareness through- 
out the Congress of the emergence of 
computer-based processes for informa- 
tion development. The inevitability that 
these will change significantly the scope 
of accounting may be a cause for regret to 
some that accounting cannot continue as 
it has in the past. Any such concern is 
more than offset by pride in the continued 
< capacity for growth and development of 
the profession. Congress awareness of 
© this change may well motivate effective 
measures to respond constructively to the 
opportunities created. 


‘Measurement methods 


The theme selected by the Congress 
organizers emphasizing that measure- 
ment and communication each form a 
:major part of the accountant’s function, 
points the way to a suitable approach. The 
international and national papers indicate 
many ways of assuring better and more 
¿consistent performance of the measure- 
ment function. Measurement in the 
future is likely to cover a wider range of 
attributes than have conventionally been 
included in accounting systems. Specific 
disclosure of the particular methods 
¿employed as well as the resulting 
measurements is likely to be an essential 
‘ingredient of reporting. It is in the 
“specification of suitable forms and 
“methods of measurement and in guide- 
ines on their appropriate use that the 
most fruitful area exists for profes- 
mally agreed accounting principles. 

“For those whose responsibility it will 


A friendly luncheon party for the Editors of the accountancy journals. Left to right: Miss 
Dorothy Jamieson, The Accountants’ Journal (New Zealand) with Mr Max Block, The CPA 
(New York); Mr Bert Woodhouse, The South African Accountant, (background between 
them); Miss ‘Danny’ Misins, The Australian Accountant; Mr Lorne Reesor, Canadian 
Chartered Accountant; Dr W. Dieterich, UEC Journal; Mr Percy F. Hughes, Editor-in-Chief 
and Mr Arthur E. Webb, Editor, The Accountant. 


be to prepare for the eleventh Congress, 
the deliberations at this Congress have 
set a high standard. At the same time 
they have provided an important lead to 
matters of fundamental significance for 
the future of the accountancy profession. 
The indications are not towards a simple 
and facile solution, but rather to a 
broadening of the judgemental and pro- 
fessionally interpretative function of ac- 
countants, allied with a measurement task 
involving great perception and dis- 
crimination. 

‘The accountant is unlikely to be 
exempted from the need for expertise in 
the appropriate collection of data, but 
even if he were totally divorced from this, 
his real claim to professional recognition 
would lie in his capacity to relate diverse 
data to the information needs of users and 
to confer upon them the benefit of his 
ability to read the significance of the 
situation. No authoritarian framework, 
by whomsoever imposed, can supersede 
this function and unchallengeable pro- 
fessional standing will be assured when 
the accountant’s opinion is prized above 
the measures on which it has been based.’ 


President's Closing Address 


In the course of his concluding re- 
marks, the Congress President, Sir 
Ronald Irish, paid tribute to the work of 
the late Mr C. W. (‘Cliff’) Andersen, 
chairman of the Congress organizing 
committee at the time of his sudden death 
earlier this year (The Accountant, May 









4th). ‘It would have been a proud day 





for him’, said Sir Ronald ‘to have seen his 
dream become reality, and we owe him a 
special tribute here today for all he 
contributed to making this event possible’. 


A milestone 
Inter- 


He believed that the Tenth 
national Congress would stand as ‘a 
memorable milestone in the advancement 
of accounting knowledge and practice 
throughout the world’. The authors of 
papers had made a valuable contribution 
to the literature of the profession, and 
members of the profession in Australia 
had devoted great efforts and unfailing 
enthusiasm to the organization of the 
Congress. 

‘One memory’, he said, ‘will stand out 
in my mind for ever. This Congress has 
shown that, despite the manifold differ- 
ences between nations, we have been 
truly professional, every one of us; men 
and women of goodwill and understand- 
ing towards one another. We have shown 
that better things come to this world of 
ours by a process of evolution, by an un- 
ceasing search for truth, by a deep desire 
to serve our fellow-men in the highest 
tradition of a profession. 

‘We have implanted in our minds the 
delicate and precious seeds of inter- 
national harmony, in our professional 
ideals and our professional objectives. 
The seeds will flourish and grow strong 
if we — you and I — nurture them with a 
complete dedication to the cause we 
believe in. 

“To all who have visited our shores, I 
say God-speed, safe travelling and many 
happy memories. We who are left behind 
are the richer for meeting you and coming 
to know you. May we meet again’. 


Farewell Corroboree 


The elegant surroundings at the Australian 
Jockey Club’s racecourse provided the 
setting for the Farewell Corroboree last 
Friday evening. Corroboree is an Aust- 
ralian aboriginal term for ‘happy get- 
together’, and the dancing, excellent food 
and champagne for this special Congress 
celebration helped make the evening a 
really memorable one. 


1977 Congress in Germany 


The next quinquennial International 
Congress — the eleventh ~ will be held 
in Germany in 1977. Expressing his 
thanks to the German profession for 
their kind offer to act as hosts on that 
occasion, Sir Ronald Irish wished them 
‘great success’, and offered any assistance 
that Australia might be able to give. 
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He has an expert knowledge of the whole 
insurance market which only comes with years of 
experience on top of a thorough training. He is the 
only person from whom you can get independent 
insurance advice. 

When you use the services of a CIB broker, as 
we hope you will if you don’t already, this 
expertise shows itself in the way he constantly 
watches over your interests. 

When choosing a policy, he watches the small 
print for you ~ and finds the fewest exclusions for 
the lowest premium available. 

When deciding what policies you need, he will 
cast a thorough eye over all your company’s 
activities and arrive at the most complete cover at 
the lowest market cost. 

He will keep a continual watch for all the latest 
ideas in insurance, and if any could cover you more 
completely, or for less money, or both, 
he will recommend changes for the 
better. He will make risk improvement 
recommendations to keep down the cost 
of your insurance. 


Gil 


~~ ACCOUNTANT ~ 


Whathas an insurance broker got that you haven't? 


And when you have occasion to make a claim, 
he will watch your interests like a hawk, and will 
bend his brain to get you the best possible 
settlement. 

All this will leave you feeling that your CIB 
broker has eyes in the back of his head. 

And that he can serve you far better than you 
could ever serve yourself. 

Put this to the test. Get a CIB broker to run an 
eye over your insurances, and recommend 
improvements. 

If you'd like a list of CIB member companies, 
just ring 01-588 4387 and ask for one. There are 
600 firms on it, in all parts of the country ~ every 
one fully qualified, and operating to the highest 
professional standards, 

The British insurance market is the best in the 
world. But it presents a maze-like 
complexity to one who doesn’t know 
his way around. 

Through this baffling labyrinth, a 
CIB broker is just the guide you need. 


, The Corporation of Insurance Brokers 
15 St. Helen’s Place, London EC3A 6DS 
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Financial Results 


by DUDLEY STEWART, C.A., (Canada) 


The substance of one of the international papers presented to the Tenth International 


_ Congress of Accountants. 


Kë exist, a business must maintain a finely weighted balance 

between its entrepreneurial performance in choosing the 

right time to do the right things effectively, its managerial 

` efficiency and its social impact on society. To create wealth it 
has to survive and grow in quality — not just size — by its ability 
to attract the labour, technology and capital required. To do 
‘so, it must prove that it is adequately recovering the cost of the 
¿risk of staying in the sector of the business in which it operates. 
Ideally this cost should be expressed as a rate of return on 
average total real funds employed, rather than as earnings per 
share. 

-To assess the health of a business and its chances for long- 
term survival requires periodic evaluation of earnings and 
dividend return, generation and retention of earnings, real 
“capital, return on investment, and survival reassurance to 

` creditors, employees and security holders. The focus, therefore, 

Gg on a determination of ‘income’ or ‘earnings’. ‘Traditional 
` accounting does not measure income within scientific tolerances. 
“Income trends are not fine geometric lines of accuracy, but 
broad-range bands of likelihood. 

Consumers of periodic results include management, share- 

‘holders, creditors, employees, customers, competitors and 
government. All have varying interests and requirements and 
differing degrees of common information experience. But, 
except for management and government, most have to be content 
with information published in annual (or interim) reports, of 
which only the financial statements are audited. 

Accounting’s most vital part is the meaningful communication 
of economic data. Reporting such data is useless unless it is 
consistently compiled and can constructively be compared with 
something. Safeguards to this end include adherence to the 

basic concepts, emphasizing internal control and conservatism, 

` competent application of sound auditing standards, consistent 
adherence to income definition criteria (matching identifiable 
period costs with relevant revenues, deferring inapplicable 
‘costs and revenues, not changing accounting principles until 
economic realities alter), and the ethical standards of all 

-concerned with ascertaining results — the vital safeguard. 

Ethical management will select the accounting principles 
best suited to its policies, plans, finances, markets, manu- 

` facturing facilities, manpower and a host of other varying 

` factors. The qualified accountant — working inside, or acting 
dependently outside — serves as a conscience for management 

id influences selection and use of the most realistic accounting 

principles, but his responsibility is only secondary. 










Some controversial areas 
i) Cash 
Cash is not 


‘cash’, and not even a current asset, when use is 


The Ascertainment of Periodic 


restricted by contract, by foreign currency or other regulatio 
or by commitment — e.g., acquisition of capital assets. GE 


(ii) Marketable securities SE 
The burning questions are what value to attribute when hold 
ings are quoted, but too large to dispose of without disruptin 
the market, or unquoted, without a ready market. 


(iii) Inventories 
Frequently inventories represent 25 per cent of assets and th 
ratio of closing inventories to pre-tax earnings often reac 
2'5 to 1 or more. Differing inventory pricing methods, or error: 
thus have a multiplier effect on income determination. 

Cost is not a ‘fact’ but a ‘convention’ with thousands 
interpretations. Other inventory valuation factors affect 
income are the allocation of overhead to in-process or ma 
factured inventory, the effects of applying FIFO or L 
during inflation or deflation, different applications of “lower 
cost and market value’ and the meaning of ‘market value’. ` 


(iv) Fixed assets 
The validity of the depreciation charged often influenci 
significantly both earnings and the internally-generated fur 
needed to sustain the modernization vital for survival. Mair 
areas of doubt about fixed assets in addition to depreciation are 
the application of government grants, obsolescence and the 
bases of imputing carrying amounts, especially for leased assets. 


(v) Deferred charges 
As regards research and development, there are:three general 
accepted treatments, viz., charge to expense on the groun 
that research is vital to maintain industry ranking; capitalize an 
amortize over expected product life; or defer only costs: 
probable commercial successes. i ee 


(vi) Goodwill 2 

By reason of its unique nature, and its unseverability,. good 
may well be a benefit held in trust by management for presen 
and future owners. There are at least two types of goodwill, one 
self-generated and the other acquired. H 


(vii) Purchase or pooling of interests ` y : 
Pooling reporting has been criticized for the creation of “instan 
earnings and the illusion of rapid earnings growth. Purch 
accounting criticism has usually arisen from failure to allo 
purchase price fairly to assets acquired and failure to amorti 
goodwill. 


(viii) Consolidations 


Consolidated statements may mislead as to. earnings qual 









in such circumstances as incongruous consolidation, dis- 
continued operations, more than one auditor, significant 
foreign operations. 





(ix) Companies owned 50 per cent or less 

Investments in such companies are rarely fully consolidated. 

There is increasing tendency to recognize income (but perhaps 

not losses) on the equity basis, especially where there is effective 
control because remaining shares are widely held. 






























(x) Foreign exchange 

'To assess the impact of foreign currency transactions on periodic 
results, the following minimum information has to be known: 
amount of equity and of net current assets under exchange 
control restrictions, which of the differing exchange rates 
affect the currencies, the effect (net of tax) of any revaluation or 
devaluation, how realized and unrealized gains or losses from 
_ rate fluctuations are treated and the effect on earnings. 


(xi) Income taxes 

‘As the patterns of taxes and tax incentives grow more complex, 

the taxable income of an entity varies increasingly widely from 
s reported pre-tax income. 


xii) Deferred income 

he treatment of unearned service fees importantly influences 
rnings in consumer financing which grants both purchase and 
loan credit. None of the various allocation methods accurately 
matches costs with revenues. 


(xii) Long-term leases 

There is an increased use of real estate sale and lease-back and 
the non-cancellable leasing of capital equipment for a term 
approximating its economic life. Frequently the effects of such 
transactions are not reported meaningfully by lessees. 

When assessing financial statements of lessors it is useful to 
now the way in which the lessor defers both income and taxes, 
hat asset life has been selected and what depreciation method 
applied, if residual-value income is recorded before lease 
termination, and if the lessor has adequate public liability 
insurance. 

(xiv) Pensions 

Points to consider are the nature of the plan, basis of charge 
against earnings, treatment of actuarial gains or losses, vested 
“past service not yet charged to earnings, changes affecting 
comparability, termination obligations and other unrecorded 
` Mabilities. 

(xv) Contingent assets and liabilities; commitments 

‘These are relevant in assessing entity results, Commitments 
affect future cash flow and must be disclosed. 


(xvi) Subsequent events 

There are three types of ‘subsequent events’; those directly 
ffecting the financial statements, those materially affecting 
future prospects and non-accounting matters which have a 
special impact on the future of a business (e.g., management re- 
organization and legislation). 


Other factors 


To enable boards more effectively to protect the quality of 
financial information there should be: 


(a) a majority of ‘outside’ directors chosen solely for their 
integrity, breadth of perspective, and ability to contribute; 

(b) an ‘audit committee’, with a majority of outsiders, dealing 
directly with the independent auditors; 

(c) avoidance of close personal relationships with insiders; and 

(d) no offer of office to a director too busy to do his ‘home- 
work’, 





Past and present earnings of an enterprise are unimportant 
unless they help assess the ‘quality’ of future earnings. 

‘Quality’ is simply the likelihood that earnings will persist 
and grow during the time-span of an investor’s objectives. 
Limitations in financial statements and inherent difficulties in 
forecasting mean that ‘quality’ can only be expressed as a 
subjective range reasonably probable in the circumstances. To 
stabilize that range, non-accounting information such as 
management’s attitude to change, duration of operating cycle, 
vulnerability to obsolescence and degree of product acceptance 
by public must be available. 

Absolute uniformity in the treatment of all outwardly 
similar transactions would lead to disastrous accounting medi- 
ocrity. Certainly, for the same entity, there should be accounting 
consistency from period to period. Part of the hunger for uni- 
formity lies in the investor’s desire to scrutinize and transform 
differences into symmetrical performance comparisons. 

True analysis recognizes complete statistical uniformity as a 
trap. Reliance on statistics alone — without appraising the 
integrity and competence of the human resources of an entity 
and its relative place in its economic environment — will lead to 
more and worse fiascos than those of the last decade. 


Accounting’s creative contribution 


The pervasive effects of radical innovations and the devastating 
impact on man’s mind of mass communication have resulted 
in the dissemination of unstructured knowledge to millions of 
human beings who are unable to distinguish the relevant and 
credible from the irrelevant and incredible. The accountant’s 
hope for survival and indeed, his social duty, lie in creating from 
it relevant and credible economic and social information for a 
host of users. 

To do this the profession has to be restructured by cross- 
pollination with graduates of other disciplines with prior work 
accomplishments; must realize that ‘doing’ as well as diplomas 
has a valid claim of a teacher of wisdom and builder of character; 
and must develop industry standard data banks to militate 
against public acceptance of improbable financial statements. 

The accountant’s ethical responsibility to the public is greater 
even than that to his client — and certainly much more than that 
to his client’s management. Accountants in business should 
pattern their behaviour on the same ethical standards as apply 
in public practice. 


Business survival coefficient 


At least three main steps are envisaged to quantify a credible 
measure of business survival: 


(a) the development of Return on Investment standards by 
business sectors. This implies definitions of sectors, 
earnings, average total real funds employed and average 
equity 

(b) development of standards for management audit — the 
quality of management counts most in assessing the 
probability that a business will survive and produce 
earnings of quality. Evaluation of management would 
involve at least the following areas: 

Economic mission; Corporate structure; Service to investors; 
Research and development; Directorate analysis; Fiscal per- 
formance; Production efficiency; Marketing; Staff sélection/ 
development; Functional auditing; Information systems 
effectiveness; Productivity improvement capability; Inflation 
defences; Quality of earnings; Handling social responsibili- 
ties; Overall management competence; 

(c) development of standards for evaluating human resources 
— that vitally important, but unrecorded asset upon which 
survival or failure of a business depends. 


Conclusion 


Financial statements — traditional, or adjusted for price-level 
changes, for current cash equivalents, for discounted values, or 
for other envisaged modifications - only define probable 
income broadly at one point of time. No single presentation of 
entity results will satisfy all decision needs, or reassure users 
that the entity studied will survive long enough for fulfilment 
of their individual objectives. 

The adaptation of the following proposals (together with 
research) could make possible a better understanding of how 
income of a business is defined, a better comparison of the 
quality of that income with earnings of similar enterprises and 
the development of a range of probability for entity survival: 

_ (a) publish a brief but lucid explanation of policies and ac- 
counting methods adopted; 


Information for Proprietors 


and Others 


by ROBERT M. TRUEBLOOD, C.P.A. (U.S.A.) 


The substance of one of the international papers presented to the Tenth 


International Congress of Accountants. 


D the present decade, the investing public and business 
[managers are at the same time the best informed and the 
“worst informed users of accounting information in the history 

` of civilization. They are the best informed because they have a 
larger supply of better information than ever before; they are 
the worst informed because their unmet needs for information 
are greater than ever before, The traditional and existing 
financial reports no longer serve well because an increasing, 
diverse and more sophisticated audience now has to consider 
an increased, diverse and more complex subject-matter. 


‘Growing interest 

Many factors underlie the increasing desire and demand for 
more and better enterprise information. The computer in the 
professions and research and world-wide television brings 
information forcibly to the public; the sheer size of many 
business enterprises creates an interdependence with the 
¿communities in which they operate; and public involvement in 
ownership increases the importance of the accounting and 
decision-making role. 

The fundamental purpose of information systems is to 
facilitate the optimum allocation of resources based op alter- 
natives. Decisions are taken after measuring the economic and 
social costs and estimating the benefits of each option. The 
business manager and proprietor, as well as government and 
others, all must make similar decisions: 

w to invest or disinvest; 

to finance or not to finance; 

to buy or sell products or services; 

to accept or reject employment; 

_, to encourage plant expansion or to liquidate an economic 
entity; 

to increase production or to eliminate a product line. 
` Ae more and more segments of society are required to make 

“these decisions, new information users will demand relevant 
data. The traditional information users (stockholders, institu- 






















































(b) a company’s creative contribution of ‘value-added’ shoul 
be reported instead of ‘sales’; 
(c) each sector of business should adopt its best natural year 
end; E ae! 
(d) inventories of standard accounting principles for: eac 
business sector should be compiled; : 
(e) disclose and compare with sector standards pre-tax: re 
on investment; 
(f) provide a period-by-period liquidity table match 
maturities of monetary assets with monetary habilities: 
(g) develop criteria for a business survival coefficient: ` 


The standard-bearer in the evolution of improved acco 
practices and of more relevant and credible ascerta 
entity results could well be the multi-national corporat 


tutional investors and creditors) will demand more cor 
hensive data. They will look first to the accounting profess: 


Motivation of information users 


The traditional users, e.g. institutional investors and financi 
analysts, demand more comprehensive data. Now new vo 
are heard — consumers, suppliers, government agencies, € 
ployee groups and other social organizations. One major e 
dition underlying the new information users’ rising requir 
ment for business data is interdependence between one business 
and another, between business and government, between 
business and the social community, emphasized by specializa. 
tion in industry and extended to many countries. It cannot be 
overstated that this interdependence means that people 
insist upon, and will receive, enterprise information that h 
not heretofore been made publicly available. ` 
It is vital that accountants, to meet that rising public de 
effectively, analyse the needs of the more important user gr 
Different users make decisions at differing levels of aggre; 
and, accordingly, their needs require varying emphases. 
Government’s primary concern is the creation and all 
of gross national product. Taxation authorities need t 
the income-producing’ potential (and. therefore the. taxa 
potential) of individual companies, of all companies in sele 
industries and perhaps of the economy as. a whole. Agen 
involved in international trade need to know the strengths ar 
weaknesses of domestic industries which might need t 
protection. ae 
Government agencies which administer social program 
must make policy decisions in the areas. of employment, resou 
utilization and consumer protection. Each year, in every countr 
national and local governments have greater involvement wi 
business enterprises. Got: fo 
Creditors and loan-grantors require detailed informatic 
about liquidity, cash-flow, debt-equity ratios, degree of co 
pliance with covenants and agreements, in order to eval 





the economic ie viability of an enterprise within its environment. 
These considerations emphasize the creditor’s larger interest 
in the-company’s financial stability rather than in its economic 
and growth potential. 
The uninvolved investor, i.e., one who has no part in the 
management of the entities in which he holds an equity interest, 
ay be more interested in aggregated and comparative economic 
data than in detailed day-to-day operating results because he is 
interested only in choosing among many public investment 
opportunities, The involved investor, who has control over a 
part of the net worth of an enterprise and may actively partici- 
pate in its affairs, as well as requiring an accurate measure of 
profit and net worth, needs information on management’s 
transactions, supplied on a continuous basis and at a higher 
level of detail than that needed by the uninvolved investor. 

The professional manager, as well as being concerned with 
the aggregate performance of his company needs to know on a 
daily basis the relative performance of each of his divisions 
or plants. His primary data needs relate to detailed operating 
statistics, cost accounting determinations, cost/price relation- 
ships, volume characteristics and market possibilities. 

For all these different categories of users, a common core of 

information is necessary; but for none of them is a common 
core sufficient. 
What does all this mean to the accountant? It means extending 
the accountant’s traditional skills in measuring and reporting 
enterprise information. It means new responsibilities, and, 
more importantly, new attitudes. 











































Reporting procedures 


Traditionally, financial reports have been prepared for 
proprietors and all potential users in a standard format and 
based on a single set of conventions. Little recognition has been 
ven to the disparate needs and desires of the recipients of 
general-purpose statements. 

‘The bases on which these general purpose financial statements 

are prepared vary somewhat from country to country. In some 
countries, tax considerations are so pervasive that, by tradition, 
financial statements are prepared on a tax basis; it becomes a 
normal practice, in some instances, to reduce inventory balances 
by an arbitrary percentage or in others to adjust arbitrarily 
the annual depreciation charge, depending on the company’s 
level of income, 
In certain countries, because of serious fluctuations in 
currency purchasing power, companies have been given the 
option to report financial position and results of operations 
based on price index adjusted costs, or even on current values 
~ based on appraisals. In other countries, pressure to protect 
management and directors has produced ultra-conservative 
accounting practices. 

In the USA in particular, preoccupation with verifiability 
bas required that financial statements report only completed 
transactions, as defined in legal terms, and that assets and 
operations be reported on the basis of original acquisition cost. 
Accounting practices elsewhere have been influenced greatly 
by creditors and loan-grantors, and financial statements are 
prepared primarily to present the company’s liquidity status. 
Legal entity reporting is necessary for creditors and others who 
have an interest in only one legal sub-division of an economic 
entity. However, for an investor who has an interest in a large, 
far-flung corporate conglomerate, legal entity reporting is 
presumably inadequate. 
` The information needs of various user-groups are growing 
"and they are diverse. Further, accounting conventions presently 
in use reflect differing environments and a multiplicity of 
information needs. Evidence shows that traditional reporting 

procedures serve some information users very. well, but that 
they do not adequately meet the needs of the entire audience. 














Is there a solution? 


To satisfy the information needs of entrepreneurs, investors, 
and other outside user-groups is to guarantee a full and active 
future for the accountant. If the challenge is not met by ac- 
countants, outside user-groups will obtain their information 
from other sources. Such recourse would be detrimental to 
society as a whole and to the accounting profession in particular. 
The accountant’s professional responsibility is to look out for 
all interests by building on the basic financial statements — 
balance sheet, income account, analyses of equity changes — 
and using them as a standard information base. This basic 
set of statements, such as commonly used in most countries 
today, would be regarded as core statements. 

Satellite reports, or supplementary reports, would be pre- 
pared for the particular interests of particular users. For 
example, lenders and credit grantors would undoubtedly 
require a funds statement prepared in some detail, with break- 
downs by individual legal entities. The majority of significant 
investors would require a balance sheet prepared on a fair value. 
basis with breakdowns by economic sub-entities. Governments ` 
would require statements describing the social costs and benefits 
associated with an enterprise. Each satellite report would be 
covered by an auditor’s opinion, although probably in a some- 
what different format from today’s standard audit report. 

A core statement acceptable to all countries should be de- 
veloped and this statement should present an economic picture 
of net worth and net earnings. Each of the professional societies 
represented at this Congress should assign a delegate to an 
international study group with that objective. 

Initially, the core statements in each country would probably 
have to be prepared in accordance with the accounting con- 
vention indigenous to the country involved. Ultimately, the 
international study group could promulgate standard ac- 
counting conventions useful and usable in countries across the 
world. The goal should be universally acceptable norms. 

The accounting profession in each country should aggres- 
sively pursue opportunities for dialogue with the various user- 
groups to determine what satellite reports are most needed in 
particular situations, and should develop reporting standards 
for these reports, recommending formats and procedures for 
developing the required data. Each professional society should 
concentrate its attention on the satellite reports most urgently 
needed in its own country but should share with other countries 
its research and implementation experience, making core and 
satellite report data generally available to the public at large. 


Conclusion 


If the core statement-satellite report concept is to be developed 
to its fullest, the profession must move: 

Towards economic or fair market values and away from 
historical cost. 

Away from reliance on test disclosure and toward quanti- 
fication of all factors of significance to the enterprise, including 
human resources. 

Toward more precise and more usable risks and return 
measurements. 

To new verification methodologies, as different kinds of 
measurements become a part of the business system. 

To higher standards of professionalism in business, in 
accounting and in auditing. 

The public is the accountant’s only client in the world today. 
The public is the accountant’s consumer. All those who are 
involved in decision-making and resource allocation have 
specific, peculiar, and unique needs and desires. It is the pro- 
fession’s responsibility to satisfy those needs. 

In the process, the profession must raise its standards of 
competence, must adapt itself to even higher standards of 
independence, and must broadly define its professional role 
across all the countries of the world. 
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This feat is made possible by the- 
fact that the accountant has the 
Loudspeaking Telephone 4. 

It leaves you with both hands free. 

So, you can take notes, search 
through files or even be checking your 
customers’ accounts, all while vou re 
talking on the phone. 
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‘very year we pay homage, as a nation, to the dead of all 
three Services. 
And every year we forget the thousands who live on — after 
afashion. 
For the dead and maimed are not the only casualties. All 


= too many Soldiers, Sailors and Airmen suffer mental 


breakdown through over-exposure to death and violence. 
_ We help them in their own homes and in hospital, these 
men and women who have tried to give more, much more, 
than they could. We run our own Convalescent Home. 
For some, we provide work in a sheltered industry so that 
they can live without charity. And we provide a Veterans’ 
Home where they can see out their days in peace. 

Money alone can’t pay our debt. But it can go a long way. 
Please help us, and please tell your clients about us too. 


“They’ve given more than they could — 
please give as much as you can.” 
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MENTAL WELFARE SOCIETY 


37 Thurloe Street, London SW7 2LL. 01-584 8688. 
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| 15 day Mediterranean Cruises 


Your chance to spend Christmas in the Holy Land and visit 
Cyprus, Crete, Rhodes, Athens and Corfu. Depart 
December 20. Price from£103. 
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Consolidation 


“by D. D. RAE SMITH, M.C., M.A., F.C.A. (United Kingdom) 


- The substance of one of the international papers presented to the Tenth 


International Congress of Accountants. 


ONSOLIDATED accounts should not only reflect the 

results of financial measurements properly made, but must 
also seek to communicate them with clarity. Consideration of 
the principles and problems in consolidation therefore involves 
matters both of financial measurement and of communication. 
` A holding company can, of course, have indirect as well as 
“direct subsidiaries — often referred to as sub-subsidiaries. In 
this paper, unless the context otherwise requires, references to 
subsidiaries should be read as including sub-subsidiaries; a 
holding company and its subsidiaries, both direct and indirect, 
are alternatively referred to as a group. 


Purpose of consolidated accounts 


Consolidated accounts try to show as nearly as is practicable 
the position that would be shown in a holding company’s 
accounts if, instead of owning shares in subsidiaries, it carried 
on all their operations itself and had direct ownership of the 
< underlying assets and direct responsibility for the underlying 

- liabilities. 

Consolidated accounts cannot be expected to give creditors 
or minority shareholders in subsidiaries an adequate disclosure 
of the position from their points of view; those people must 
look to the separate accounts of the individual companies 

` against which they have claims, or in which they hold shares, in 
vorder to assess their position. Consolidated accounts are, and 
are intended to be, valid only from the point of view of share- 
holders in the holding company. 

The accounts of all subsidiaries should be included unless 
in any particular case there are compelling reasons for exclusion; 
for instance, the business carried on by one company in a group 
may be so different in nature from those carried on by the 
remainder that exclusion from the consolidation should be 
considered, or a subsidiary operating in foreign territories may 
be subject to instability of currency, severe exchange restric- 
tions, war or civil strife. The underlying reason for exclusion 
must always be that inclusion would tend to mislead rather 
than enlighten, or at best would serve no useful purpose. 


Uniformity 
The need for a sufficient degree of uniformity in the accounting 
bases adopted within a group is obvious; responsibility for 
ensuring this rests with the officials of the holding company. 
Some of the matters to cover are depreciation policy, valuation 
_of inventories, long-term contracts, provisions agaiast bad or 
doubtful debts, agreement of inter-group balances, the identifi- 
: cation of unrealized intra-group profits, and the complexities of 
“taxation. 
Differences in accounting dates are only to be tolerated when 
there are good reasons for so doing. If they are inevitable, 
adjustments may be needed to reflect movements of cash 


Principles and Problems in 


funds; provision for losses incurred by a subsidiary between the 
date of its own balance sheet and that of the consolidate: 
accounts; and identification of unrealized intra-group profits 
In principle, the formula for determining the amount 
goodwill or surplus that arises on consolidation is simplici 
itself. In practice, its measurement and recognition can gi 
rise to argument and strongly held differences of opinion ~ for 
example, whether an acquisition of a subsidiary may be regarded 
as a merger or pooling of interests by the shareholders of the 
holding company and the former shareholders of the subsidiary 
company; or whether it should be regarded as a purchase by the 
holding company. Such a decision can affect significantly the 
amount of any goodwill or surplus arising on consolidation. 
Differences in accounting treatment for a purchase and 
pooling of interests can be summarized: 


Purchase 


1. Consideration is entered at full value in the accounts of the 
holding company. 

2. Retained profits and the earnings shown in the consolidated 
accounts will include those of a subsidiary only for the peri 
subsequent to the date of its acquisition. 


3. All or part of the goodwill or surplus on consolidation may 
effectively be allocated over specific assets and liabilities of a 
subsidiary. Any surplus or deficit that results is treated as relating 
to the pre-acquisition period and so affects the amount. of goodwil 
or surplus arising on consolidation. E 


Pooling of interests 


1. Shares issued by holding company as consideration 
entered at their par value and that same value is attributed to t 
shares held in the subsidiary. : 


2. The earnings of a subsidiary are reflected in the consolid: 
earnings for the whole of the accounting period in which the 
acquisition occurred. Likewise the retained ‘profits carried 
the consolidated balance sheet will (subject to a minor excepti 
on pre-acquisition profits), be the aggregate of the amounts 
shown in the accounts of the separate companies. 

3. If any restatement of the assets or liabilities of a subsidia 
is made, the resultant surplus or deficit will normally be treated 
as an addition to, or deduction from, consolidated retained profi 
[Normally a restatement should only. be made in order to brin, 
the accounts of a subsidiary into line with the accounting bas 
adopted by the group.] EE 

The accounting concept of a pooling of interests is a re 
recent development. It has gained pace from the large numbe 
of acquisitions made in which the consideration given by | 
acquiring company has been the issue of its own equity votin 
shares. Without such an issue there can be no true pooling o: 
interests. 

True pooling of interests are relatively rare events. Accountin 









reatment ought to recognize this, and acquisitions accounted 
or as pooling of interest should be the exception rather than the 


_ The greater the disparity in relative size, the stronger become 
he arguments for regarding an acquisition as a purchase; the 
greater the dominance of the larger company, the less convincing 
s the notion that separate bodies of shareholders have got 
gether with the idea of pooling their interests. 














re-acquisition profits 


he recognition and measurement of pre-acquisition profits are 
f importance when an acquisition is accounted for as a purchase. 
enerally (there is one exception) a pooling of interests does not 
ecognize a distinction between the retained profits of a sub- 
diary arising before the date of its acquisition and those 
arising thereafter. In a purchase the retained profits existing ina 
subsidiary at the date of its acquisition are treated as being of a 
capital nature, and not available for onward distribution as 
dividends to the shareholders of the holding company. 

__ A restatement of assets or liabilities of a subsidiary at new 
_ values designed to reflect what is deemed to be their cost to the 
-holding company should be approached with circumspection. 
Consolidated accounts seek to show as nearly as is practicable 
the position that would obtain if a holding company carried on 
all the operations and had direct ownership or responsibility for 
I the assets and liabilities of its subsidiaries. But when a holding 
mpany acquires a subsidiary it does not in fact buy individual 
sets and assume individual liabilities. It acquires shares, and 
e consolidated accounts should not be drawn on a basis that 
tally ignores this. 

As often as not, the price paid for a subsidiary is arrived at 
imarily by reference to its expected maintainable earnings. 
ny difference between the price paid for the shares and the 
underlying net assets properly represents goodwill or cost of 
ntrol and should be recognized as such in the consolidated 
counts, 

Opinion is far from unanimous on the question of whether 
goodwill should be amortized by systematic charge against 
‘arnings. When a loss in value becomes evident, because of the 
special nature of the assets, its writing down should not be by 
way of charge against the earnings of any particular year, 
but should be dealt with by way of a charge against retained 

















_ ~ Regard must be had to the particular rights which attach to 
_the shares of a subsidiary in which minority interests lie, and 
‘the interests must be measured accordingly. If minority share- 
holders exist in a subsidiary which itself owns further 
subsidiaries, and a goodwill or surplus arises on a separate con- 
solidation of the sub-group, the appropriate proposition of this 
should be allocated to the minority. 

Minority shareholders cannot be called upon to bear losses in 
xcess of the par value of the shares they hold. When adjustments 
re made on consolidation to eliminate unrealized intra-group 
profits, care must be taken to see that profits which have in fact 
been realized from the point of the minority are not excluded 
from the computation of their interests. 







‘Unrealized profits 


Profits arising from transactions between the members of a 
group must be eliminated until they are realized by the inter- 
vention of a third party. 

Profits arising from services rendered by one member of the 
group to another do not normally produce any great difficulty. 
‘Where one group company acquires assets from another, there 
should not be too much of a problem in computing a reasonable 
estimate of any unrealized profit where accounting instructions 





are adequate and accounting dates coincide. The need to elimi- 
nate unrealized profits from inventories needs no elaboration. 

Current assets and liabilities of foreign subsidiaries are con- 
verted to the currency of the holding company at the rates of ` 
exchange ruling at the date of the subsidiaries’ balance sheets. 
If these are earlier than the date of the consolidated accounts 
and a material adverse movement in exchange rates has occurred 
between the respective dates, it will be advisable to apply the 
rate ruling at the date of the consolidated accounts. ` 

It is becoming more and more customary for fixed assets and 
the related depreciation to be converted on the same basis as 
current assets and liabilities, namely at rates ruling at the date 
of the balance sheet instead of using the traditional method. based 
on the rates ruling at the dates of acquisition of the assets. It is 
also becoming customary to convert earnings at the rate ruling 
at the balance sheet date instead of using the traditional 
method based on the average rate ruling during the accounting 
period. 

The traditional method serves well enough where currencies 
remain relatively stable, but where they are not stable its working 
is much less satisfactory. 


Presentation of consolidated accounts 


Consolidated accounts should disclose by way of note the reasons 
for exclusion of the assets, liabilities and earnings of any sub- 
sidiary not consolidated. What further information will need 
to be given in the consolidated accounts for an excluded sub- 
sidiary will depend on the reason for its exclusion. 

Where accounts are available but to include them in the 
consolidated accounts would tend to mislead rather than 
enlighten, further information can and should be given. Some- 
times this can best be done by annexing to the consolidated 
accounts a separate statement of the accounts of the excluded 
subsidiary. 

When a conglomerate group draws up consolidated accounts 
there is a clear need, if these are to give satisfactory information, 
for the assets, liabilities and earnings to be analysed over its 
major diverse activities. Usually this is best done by statements 
annexed to the consolidated accounts, designed to show the 
net assets employed in the various businesses and the related - 
earnings. 

It is relevant to shareholders to know the extent to which a 
group operates in foreign territories; and whether those terri- 
tories are areas of economic stability or instability, Supplemen- 
tary information indicating foreign assets, liabilities and earnings 
by location provide this need. 

In recent years, attempts have been increasingly made to 
deal in the accounts of the investing company or group with 
non-subsidiaries — ‘associated companies’ ~ in which a significant 
equity interest is held. Consolidation is not considered to be 
appropriate and accordingly the solutions adopted have sought 
to reflect attributable earnings and retained profits of such 
investments in some other way — as, for instance, that the 
interest of the investing company or group be considered to be 
that of a partner in a joint venture. 

Legal requirements may vary from one territory to another; 
true accounting principles should not. 

It is important that the purpose of consolidated accounts be 
understood by those who deal with them. If it is not, neither 
proper definition of the principles involved nor proper solutions 
to the problems posed will be achieved. 

The greater part of what has been written is more concerned. 
with the compilation of consolidated figures than with matters 
of financial measurement. But it should not be forgotten that 
the problems of financial communication posed by consolidated 


accounts are likely to be at least as taxing as those of measure- 
ment. 











FINANCE AND COMMERCE 


DN an era when architecture seems to the layman’s 

eye to be a matter of straight lines and metal windows, 

the times should be good for a company like Heywood Williams 
Group whose 1971~72 accounts are reprinted this week. Perhaps 
a ‘company like’ is not a particularly apt phrase since the metal 
window industry in which Heywood Williams is prominent 
bas been through much reorganization and rationalization in 
recent years and nothing is much like it used to be. 

Perhaps the biggest name in the industry, ‘Crittall’, has been 
through the Slater Walker strip mill and the best of social- 
co-operative or socially-indulgent lines on which that group 
was originally based, with the company owning the housing 
estate where the workpeople lived, has failed to stand firm 
against the bidding and stripping process. But the change in 
Crittall was on the way before the bidding and stripping finally 
took place and the problems which seem peculiar to this 
particular industry had been affecting another of its prominent 
companies for some years. 

That company was Williams and Williams and deep were its 
financial troubles. It was in fact a subject even of a certain 
notoriety in that it was one of the very few companies — even 
possibly the only company ~ that did not fully respond to the 
arts of financial surgery practised by that eminent company 
surgeon Mr Samuel Rolleston Hogg. Williams and Williams 
dragged on until there was not merely surgery and a blood 
transfusion but an almost entire organic transplant. 


Reverse take-over 


The transplant was achieved through a reverse take-over by the 
Huddersfield-based Heywood Helliwell company and the 
introduction of Heywood Helliwell management. The difference 
that the transplant made is shown in the ten-year statement 
included in the reprint. In the original, the 1969 to 1972 columns 
are shown against a pale blue background so that no reader need 
be in any doubt as to where the old order changed. 

The new order clearly had to overcome some rejection of its 

- new tissue before the various transplanted organs were function- 
ing properly and it could be said that the year to last April was 
the first year since the transplant that original shareholders in 
both companies could feel comfortable. Mr Bryan Scholes, the 
chairman, comments that the company’s profit ‘has been 
restored to a more reasonable level’. To describe the 1971-72 
profits as ‘more reasonable’ is the mark of an optimist, Perhaps 
a pessimist would have said ‘less unreasonable’. 

But whichever way round it is, the obvious fact is that, as 
Mr Scholes says, ‘the reserves, so depleted over a number of 
years, are still no more than sufficient to form a satisfactory base 
for future growth’. So there is no dividend for the past year but 
the intention is, given a continuation of present progress, 
to pay dividends for 1972~73 with an interim payment next May. 


Reorganization 
_ Internal reorganization continues. The directors’ report records 
he purchase with effect from July 1st, 1971, of a 60 per cent 
interest in Autopressings (Leicester) making metal pressings 
- and precision engineering parts and for some years a major 
` subcontractor for the manufacture of component parts for the 
products of Architectural Hardware - a subsidiary now trading 
profitably, after ‘corrective action’ in the autumn of last year. 














New Order at Heywood Williams 













The directors’ report also records the sale of Reliance M 
Windows (Rhodesia) and of the 51 per cent interest in Willi: 
& Williams (Nigeria). It should be mentioned that Reliance w 
part of the Williams & Williams organization. Er 

The main production points are at Huddersfield and Chest 
the latter being the original Williams & Williams centre. B 
there is ‘still considerable scope for further cost reduction 





Cumbernauld. 

Overseas interests are concentrated on South Africa an: 
here again, this was an original Williams & Williams enterpri 
and one that kept going successfully during that group’s troubl 


Changes oN 
In Mr Scholes’s view, improvement in the United Kingdor 
operation will produce the greatest contribution to profits i 
the immediate future. Certain changes in the board of direct 
are taking place with two directors, Mr Jeffrey Haigh and M 
George T. Noble, stepping down from the group board t 
concentrate entirely on the expansion of the main Unite 
Kingdom operating companies. On the other hand, Mr Donal 
Scholes has relinquished his seat on the boards of Heywoo 
Williams Ltd, the operating company, and W. & W. (Glazing 
to concentrate on group matters and on those of the architectural 
hardware subsidiary of which he is managing director. 

Mr Bryan Scholes is currently chairman and managin: 
director and is preparing to hand over senior executive responsi+ 
bility to a younger man. So Mr Ralph Hinchliffe, F.c.a., A CNA 
who is 41, is becoming deputy managing director with a view to. 
succeeding Mr Scholes as managing director in a year’s time. 
Mr Hinchliffe, who is also currently secretary of the compan} 
was appointed financial director in 1969 and for ten years before 
that had been a professional adviser to the Heywood Helliwe 
group of companies. 

To Mr Hinchliffe and his department should go this column 
appreciation of a well-presented set of accounts with us 
additional information and colour illustrations which endors 
the opening comments on the subject of modern architectur 
But modern architecture must surely be good for Heywoo 
Williams’ business. 






























Consolidating Marl Investment 


EDRAWING the accounts of Marl Investment Compa: 

to conform with recommended associated company trea 
ment and also the consolidation of the wholly owned finan 
subsidiary shows, amongst other things, that share capital. 
£720,000 is less than half the balance sheet value of shar 
holders’ funds and one result of that is that reserves are being 
capitalized for a ‘1 for 3’ scrip issue. e 
Marl is an investment holding company and the financi 
company subsidiary is GWST Syndicate. The Associatec 









































perates as international merchants in the UK, South-east 
sia, Australia, and Africa. Its 1971 accounts, included in the 
Marl report as a separate statement, show turnover in 1971 at 
£23'34 million with net attributable profits to shareholders at 
£546,395 resulting from pre-tax profits of £932,802. 
In the Marl consolidated profit and loss account ‘net profit 
cluding dividend from associated company £57,600 ({£52,992)’ 
is shown at £36,355 (£29,569) with ‘share of profit of associated 
mpany’ at £447,745 (£304,319). , 
The chairman comments that the first figure of net profit is 
rived at after charging the whole of the expenses of Marl itself 
d of GWST Syndicate against income received from all 
urces other than Guthries. ‘Since income from those other 
uurces is slightly less than half our income from all sources 
nchiding dividends from Guthrie) there is, and will continue 
Zo be whilst the accounts are drawn in this manner, a consider- 
able distortion of the apparent profitability derived from our 
other investments and dealing activities.’ 





hanged basis 


During the year there was a change in the basis of valuation 
of investments held by GWST from market value only to the 
lower of cost or market value. This change has resulted in a 
charge of £4,242 for depreciation on the investments held where 
the market value at June 30th was less than cost, although the 
arket value of the portfolio as a whole showed an appreciation 
£16,237 over its book cost. 
Investments of the dealing company, GWST, have been 
treated as ‘stock in trade’ and are shown separately under current 
sets. The total consolidated balance sheet value at £1,751,717 
most £653,000 higher than that shown in the previous year’s 
counts for Marl itself. The difference is accounted for mainly 
bringing in to the value of the Guthrie Holding £592,845 
eing the Marl share of the post-acquisition, undistributed 
rves of that company, £41,400 surplus arising on sales of 
estments during the year and £16,620 arising on consolida- 
of GWST ~ being the excess of the balance sheet value of 
lat company over its cost to Marl. 
‘This is an intriguing situation where the part of Guthrie is 
igger than the whole of Marl and where the worth of share- 
olders’ interests in Marl depends to a major degree on the 
erformance of the associated company. Marl’s group accounts, 
directors’ report and chairman's statement take up 11 pages. 
ages 12 to 25 of the report are taken up by the report and 
counts of Guthrie. 


Allied Finance 


LOSS of £97,689 shown in the accounts of Allied Finance & 

"\Insurance Services was mainly attributable to the Allied 
actors subsidiary. The loss, Allied’s chairman Mr Denis 
red, A.C.LL, F.C.LB., says in his statement with the accounts, 
as arrived at ‘after making what in the view of the board 
institutes full provision for bad and doubtful debts, losses 
resulting from the run off of ceased and sold accounts and the 
uninsured proportion of fraud losses’. 
On the other hand, there was a realized surplus of some 
72,000 derived from the disposal of quoted investments and 
the sale of the goodwill of Allied Factors to H. & H. Factors. 
This realized surplus has been credited to capital reserve and 
‘the view of the board is that at this juncture it is essential to 
strengthen reserves and this treatment is considered appropriate 
to this end although not in accordance with current recom- 
mendations on accountancy practice’. 

The decision to withdraw from factoring resulted from the 
entry of major British and American banks into this business 
area. These banks ‘with access to unlimited funds at favourable 








‘ompany — Guthrie & Co (UK) - is 48 per cent owned and - 


rates’, Mr Alfred comments, ‘would have created intolerable 
competition for a small independent factor such as Allied’. 

Allied Factors still remains in business for the purpose of 
completing collections in respéct of ceased accounts and dealing 
with cases which are the subject. of litigation. This situation 
‘may-endure for some time to come’. 


Losses by fraud 


Note 10 to the Allied Finance & Insurance Services accounts 
on debtors, prepayments and advances, records a provision of 
£50,000 made against bad and doubtful debts under factoring 
agreements which may arise in connection with the run-down 
of ceased accounts and the uninsured. proportion of losses due to 
fraud. The latter, less credit balances in hand, is approximately 
£142,000 without taking into account the benefit of interest or 
costs recoverable and relates to. two accounts. In one case the 
claim has been recently admitted in principle by the insurance 
company concerned and £17,500 has been paid on account. In 
the other, involving £86,000, the claim has been repudiated ` 
by the insurers and the company has taken proceedings to ` 
recover. The directors are of the opinion, based on legal advice 
and all available information, that no additional provision is 
necessary. 

Note 10 also records that under debtors are amounts due 
from two clients’ customers amounting to approximately ` 
£105,000. The clients have brought claims for negligence against 
the company and the company has entered counterclaims. In 
one instance the claim and counterclaim are likely to be settled 
on terms which will be fully covered by the retention held 
against the account. The other case amounting to approximately 
£84,000 is proceeding but, on advice the directors have received, 
no provision is considered necessary. 

Full provision has been made for all legal expenses incurred 
to the accounting date of March 31st, 1971. 

Note 12 records “There are contingent liabilities with respect 
to claims for negligence by two former factoring clients as 
referred to in Note 10’, and the auditors, Roth, Manby & Co, 
make their report ‘subject to the outcome of the legal actions 
referred to in Notes ro and 12.’ 





HEYWOOD WILLIAMS GROUP LTD 
AND ITS SUBSIDIARIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
for the 52 weeks ended 30 April 1972 


Notes 1972 1971 
£'000 £7000 
Turnover 3 9,857 8,616 
Profit before interest 4&1 787 447 
interest—Gross 12 205 225 
Profit before Taxation 582 222 
Taxation 13 136 106 
Profit after Taxation 446 116 
Profit attributable to outside shareholders 22 9 
424 107 
Extraordinary items 14 50 65 
474 172 
Preference Dividend (Gross) 6 6 
Retained Profits i 468 166 
Retained by: 

Holding Company 108 (9) 
Subsidiary Companies 360 175 
468 166 

Earnings per Ordinary Share 
Undiluted 15 18-63p 4-66p 
Diluted 15 14-06p 4-90p 


The Accounting Policies and Notes of the Accounts are set out on Pages [524 to 525). 
For Auditors’ Report see Page [525]. 





‘October 26th, 1972 
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Fight 


LEWIS, G 
$ | OATES & LUCAS LTD cancer 
LAW STATIONERS with À 


COMPANY PRINTERS 








COMPANY AGENTS s ll 
(J Dial Mona nan and Articles W 1 
supplied by return of post 
When testators ask your advice, please remind them 
= Soe Seals and Books of the urgent work of the Imperial Cancer Research 
- Notepaper, Bills, etc., printed Fund. In the Fund's up-to-date laboratories trained’ 
@ | Rubber Stamps minds are using every weapon SE 
© | All office requisites of modern science to fight all Ca H.M. THE QUEEN 


President: 
The Honourable 
Angus Ogilvy 


READY-MADE COMPANIES foe E 
| Now one of the world's great 
| research centres, the 1.C.R.F. 

, 4 | relies entirely on public sup-. 
inclusive port. The cancer problem must 
be solved. Please help now. 


Please write for further information to: 
The Secretary, I.C.R.F. (Dept 163) 

PO Box 123, Lincoin’s Inn Fields, 
London WC2A 3PX 
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38/40 FEATHERSTONE STREET 


LONDON EC1 ome C 
01-253 2977/8/9 and Telex 262687 IMPERIAL CANCER 
01-251 0344 (7 lines) RESEARCH FUND i 





of the money market you nee 










To make realuse l 
d two things- 


Money and 
Long,Till& Colvin. 


When you have money that requires 
professional advice in placing—normally 
£100,000 or more—come to us. 

We are in closest possible touch with all 
areas of the money market—short and long 
term deposits with local authorities, banks, 
the purchase and sale of sterling certificates 
of deposit, deposits with finance houses and 
leading companies. 

Our dealing rooms in London, Manchester 
and Edinburgh provide direct and immediate 
market information and competitive dealing 
opportunities. 

Get in touch with us—we’'ll make your 
money work for you. 


LongTill ` 
& Colvin Limited — king street, London, EC2V 8ER 


Money Brokers ; 


01-606 4080 Manchester 061-228 3521 Edinburgh 031-225 e167. 
A Member of the Sime Darby Group 








Abig bonus for your 


-employed clien 
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` TimeAssurance double the vesting bonus on their 
Personal Pension Bonds. 


Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 

As a result of the latest actuarial valuation, the 
vesting bonus is increased from EI % per annum to 
£2% per annum of the basic pension. This means that 
in projecting the estimated total pension at pension 
age we can now add a total of 5% to the basic pension 
for each year up to pension age (interim bonus of 3% 
per annum plus vesting bonus of 2 % per annum). The 
interim bonus also continues to be added after the 
pension has commenced. 






















Amount of pension (to nearest £) for men retiring at 65 

paying a premium of £100 a year from different ages of 

entry including interim bonus of £3% per annumandan 
additional vesting bonus of £2% per annum. 


Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 





Cash option at 


Pension at 64 i 
pension age 





Totaj 
Pension at 
65 with 
estimated 
bonus 


Adjusted 
Total 
Pension 
at age 65 


Tax-Free 


At age 70 Cash Sum 


Ai age 75 


| 


birthday 
at entry 



































H you select age 65 as your retirement age then the figure shown in column 3 is 
the pansion which will commence on your 65th birthday. Columns.4 and 5 show 
the effect of bonus additions after your pension has commenced. The figures in 

| the final 2 columns show the tax-free jump sum and revised commencing pansion 

_ at present rates, if you choose te commute part of your normal pension for cash. 


Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service, 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 
allages. 

LL es ee ee ee eee ae ee ee ee es at 


| TO: TIME ASSURANCE SOCIETY 


56 Moorgate, London, EC2. Tel. 01-628 7546/7. 


Manchester Office : 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299 /061-624 9955. 


Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-225 7799. 


Please register me/us as Agent(s) of Time Assurance Society, 
and send a supply of Pension Bond literature, 


TA/OCT 26 
WË eren 


BLOCK CAPITALS, PLEASE 


ADDRESS... 





L ADDRESS. os 








` uerwen v WILLIAMS GROUP LTD ` | HEYWOOD WILLIAMS GROUP LTD ` 
AND ITS SUBSIDIARIES 


Gd uiee BALANCE SHEET AT BALANCE SHEET AT 30 APRIL 1972 
30 APRIL 1972 
1972 1971 1972 1974: 
Notes £000 £'000 


P ee S Notes £'000 Coon: 
“ASSETS LESS LIABILITIES ASSETS LESS LIABILITIES — 5 












































` Bixed Assets 17 1,579 1,585 |” gag Assia. Si ; a Ae 
investment in Associated Companies 18 122 153 Investment in Associated Companies 18 145 
- Current Assets interests in Subsidiaries Mi S d 29 3,794 
` Ee and workin progress 8 4,535 1,494 
Debtors 19 3,880 3,828 Current Assets 
Bank balances and tash 125 100 j ` 
SE — — Debtors ` i 19 103 80 
5,540 5,422 Bank balance i 45 WE 
7,241 7,160 : ggg hs 
Current Liabilities i : i 4,487 
57 Creditors 2,182 2,049 : 
Taxation WP 63 63 Current Liabilities S 
Bank overdraft—secured 20 49 584 Creditors ; AE 140 44g 
2,664 2,696 Bank overdraft--secured 20 621 
“Net tangible assets 4,577 4,464 74 i 
“Goodwill arising on consolidation ! 348 266 a 
£4,925 £4,730 £3,696 
FINANCED BY d FINANCED BY 
Ordinary Share Capital 24 1146 1,097 e 
Reserven p 32 1811 1448 Ordinary Share Capital 21 1,146 
a à m emee Reserves 22 sté 
oo Ordinary Shareholders Interest 2,957 2,545 neen 
; Ordinary Shareholders Interest 1,962 
iambe i a g 
ee tside reholders interest 
Investment Grants Account 10 36 39 Preference Share Capital 23 7 
Lean Capital 20 1,803 2,952 Loan Capital 20 1,663 
£4,925 £4,730 £3,696 
BRYAN, R. SCHOLES , BRYAN R, SCHOLES A 
RALPH d “HINCHLIFFE } Directors RALPH E. HINCHLIFFE } Directors 


ne The Accounting Policies and Notes to the Accounts are set out on Pages [524 to 525]. The Accounting Policies and Notes to the Accounts are set out on Pages [524 to 525], 
ea Tar Auditors’ Report see Page [525]. For Auditors’ Report see’ Page [525]. 








TEN YEAR STATEMENT 


Period following reverse take evi 
Williams and Williams (Reliance Holdings) Ltd for Heywood Helliwell and introducti 
period prior to reverse take over by Heywood Helliwell Heywood Helliwell Managem: 











gures to nearest £1,000 















1963 eu 1965 1966 woe oe 14969 Aen 
6,306 6,607 em ug oe ai 8898 8,298 Bee i 
m4 oëe oe nen en DEn (020 ost 2 
130 f 413 (3453 (185) (406) 0 52) (117) ` (837) 166 3 


(6p) ën 


4970 


















SALES 
SE PROFIT (LOSS) BEFORE TAXATION 
RETAINED’ PROFITS (LOSSES) 


Earnings per ordinary share fully diluted (to nearest p} 
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4,730 
Zë 





4,466 
2416 
1,991 





4578. 
2,367 
2,453 


TOTAL. NET ASSETS 
= ORDINARY SHAREHOLDERS INTERESTS 
` PREFERENCE AND LOAN CAPITAL 




















MBER OF EMPLOYEES: 
United Kingdom 
Overseas.. é 


7,090. 
476 


-2566 SE 
PT A 
4061. 








2,354 
444 





2,798 
3,729 ` 
4,080. 


Total 
MBER OF SHAREHOLDERS AND DEBENTURE HOLDERS 
MBER OF LOAN STOCKHOLDERS 





















HEYWOOD WILLIAMS GRO! 
ACCOUNTING POLICIES 


+ Basis of Consolidation 


The consolidated accounts include the accounts of subsidiaries: which’are made ‘up. 


ro 30 April 1972. Associated companies are referred to at note 18. 


Foreign Currencies 


The profit and loss accounts of subsidiary companies and their assets and liabilities 
have been converted at rates of exchange ruling at 30-April 1972. 


Turnover 


Turnover which excludes sales between group companies comprises: 
— fa) Contract sates By ; 
{i} the sales value of deliveries made, estimated ba reference to the total 


sales value of each contract: 


(ii) the sales value of site erection carried out, estimated by reference to the 
total sales value of eath contract. ` 


{b) Other sales at invoiced value. 


United Kingdom turnover {including Export of £48,000) amounted to’ £6,458,000 
(1971-£6,993,000}, 


South African turnover amounted to £1,399,000 (1971-£1,623,000). 













Profit before Interest 


rae Profit before interest, reflects operating results'in the normal course of business. 
Extraordinary profits and losses are disclosed separately. (Note 14) 


Depreciation ; 
the charge is calculated at rates appropriate to write off the net cost of the individual 


assets by equal annual instalments over their estimated useful lives from the time 
‘they become operational. 


ë Research and Development 


AH expenditure except that incurred on buildings and plant is charged against income 
as it is. incurred, 


Patents and Trade Marks 


` All expenditure is charged against income as it is incurred. 


Stock and Work in Progress 
Stocks are valued at the lower of cost (including factory overheads where applicable) 


and net realisable value, after adequate provision for all damaged, deteriorated, 
` obsolescent and unusable materials, on a basis which has been consistently applied, 


Repairs and Renewals 


Repairs and renewals are charged against income as they are incurred. 


investment Grants 


Thee are credited to Investment Grants Account, and subsequently released to 
. Profit and Loss Account over the estimated useful life of the asset. 


NOTES TO THE ACCOUNTS 


t: Profit before interest 1972, 1971 
Profit before interest is arrived at after charging:- £000 = £’000 
Depreciation (Notes 5:and 17) 118 118 
Auditors Remuneration {Holding Company £1,200, 
1971-£1,000) 10 9 
Hire of Plant and Equipment 115 86 
Directors Remuneration (Note 16):- 
Fees 4 4 
Other emoluments 68 47 
“42. Interest Gross 
/ Long term 105 108 
Shore term 100 117 
£205 £225 








14: 


15. 


16, 


17. 













AND ITS SUBSIDIARIES _ 

















` G) Taxation on profits of the period. , 
SE Corporation tax at 40% ` wr #2 E 
; verseas tax = ee 124 106 
SE £136 Oo 
—— Liabi to corporation tax on the majority of United oe 
Oe King profits has been offset: by losses brought 
- forward from previous years, o o 
Gi diability for taxation is due as follows: 
i ‘Within one year—United Kingdom ` + 1 3 
: prea verseas Sy 40 60 ` 
After one year -—United Kingdom i 12 Á 
DAES = Zen £63 
(iii) There are unabsorbed. “tax. tosses amounting to 
approximately. £1,500,000 available against future 
profits of certain United Kingdom subsidiaries. 
Extraordinary Items © j 


Surplus on disposal of overseas subsidiaries 
Profit on debenture redemption: : ‘ D 
Provision against investment in associated ‘company ` — 
Reorganisation expenses ` — LE S 
Prior year adjustments. 





Earnings per Ordinary Share 


Undiluted Sep per ordinary share are based op the 
average number of ordinary shares in issue during the period, 
divided: into che profits attributable to ordinary shares. 
Diluted earnings. per ordinary. share. are based on the total 
number of shares which will be in: issue following full 
conversion: of the 8% Convertible Loan Stock 1983, and 
having adjusted. the attributable profits by the Loan Stock 
nterest. 


Directors Emoluments 











Emoluments of the Chairman _ 17 11 
Other directors whose duties were wholly or mainly dis- KH H 
charged in the United Kingdom: with emoluments within 
the annual ranges:- ` 
Nil to £ 2,500. 2. {1971 2) 
£ 2,501 to £ $,000 1. (1971 1 
£ 5,001 to £ 7,500 1- {1971 2 
£ 7.501 to £10,000. 1 (ont 4 
£10,001 to £12,500 1 (1971. A 
Fixed Assets: Summary of Movements Free~ Lease- Plant 
hold hold and 
Pro- Pros Equip- 
Total perties perties ` ment 
f £'000 Com Comp £000 
Cost or Valuation at 2 May 1974 2,562 1,104 219 1,239 
Currency devaluation (50) (25) E (25) 
Additions at cost 168. 18 1 149° 
Additions due to acquisition 58 26 ma 32 
Disposais (181) (73) GA (108) 
At 30 April 1972 2,557 1,050 220 1,287 
peaa ne Statuen seemed 
Depreciation at 2 May 1971 977. 446 52 7 
Currency devaluation (22) Dy me (15) 
Provision’in this period 118 22 EE 90 
Relating to acquisition 44 me i 14 
Released on disposals (109) (20) GA: (990. 
At 30 April 1972 sm ua 59 mm. 
Net book values : SE 
Ar 2 May 1971 1,585 958 167 460 
At 30 April 1972 1,879 909 162 508 
; RR eer Zeep" ain: 


D) Freehold Land and Buildings of Heywood Williams Group Limited are included 
above at cost or valuation of £463,000 (1971-£478,000) and aggregate depre- 
ciation of £60,000 (1971-£50,000), 


(ii) Cost or valuation at 30 April 1972 includes £529,000. (Holding ‘Company 
£457,060) balance remaining of a valuation made in 1967, All other assets 
are stated at cost. 


Gii) Leasehold Properties comprise the following: £000 
Long Leaseholds (over 50 years to run) 154 

Short Leaseholds 8 

162 





Dei 


Currency. devaluation. relates to the loss arising on the devaluation of South: 
African currency in November 1971. 





HEYWOOD WILLIAMS 


NOTES TO THE ACCOUNTS—continued 








28. Associated Companies Holding Company Group 
4972 4974 1972 1971 
; ! Comp -£'000.  Co00 £7000 
_ Shares at cost less amounts written off 83 78- Sé 28 
Current accounts oo 82 75 36 75 
ous £153. £22 £153 


The amount of post-acquisition profits and the profits less losses for the current 
period are not significant; and are not therefore shown-in the consolidated 
accounts, f e : 

i Interests in associated companies are as fallows:~ 

Issued Proportion 

ee Capital Held 
Ideal Williams Ltd 100,000 Heywood Williams Group Ltd 
Architectural Hardware Led 60,000. > E Heywood Williams Group Ltd 
Rofton Homes Led 36,000 $f, Heywood Williams Group Ltd 
Heywood Quiggin Ltd 5,000 W&W (Glazing) Ltd 
In the opinion of the directors the value of the investments is not materially 
different from book value. 


@ 


Investing 
Company 





(ii) 


19. Debtors 


included in this figure is £100,000 in respect of monies due from the Trustees of the 
Share Purchase Scheme which was approved at the Annual General Meeting on 
23 October 1969. This amount is. repayable as to £60,000 in five equal yearly instal- 
ments commencing in November: 1975, £10,000 in five equal yearly instalments 
commencing in. February 1977, and £30,000 in. five yearly instalments commencing 


in July 1977. 

20. Loan Capital 1972 1971 
g £000: £000 
‘Holding Company 
` Long-term (i) 6% Debenture Stock 1975-80 secured 456 477 

(ii) 8% Convertible ‘Loan ` Stock 1983 
unsecured 807 840 
Short term ii) The British Aluminium Co Limited 
secured 400 600 
: 1,663 © 1,917 
‘Subsidiaries 
Long term (iv) Eagle Star Insurance 775% first mort- 
gage—secured 35 35 
(v) Sun Life of Canada 8:575% first mort- 
gage—secured 100 100 
(vi) Leicester Corporation 625% first 
mortgage—secured 5 — 
£1,803 £2,052 


(i) 6% Debenture Stock 1975-80 is redeemable as foliows:- 


Annually: 

(a) by £20,000 Sinking Fund for drawings at 101% up to 1978 and at par 
thereafter or, 

(b) by not less than £20,000 spent on purchases at less than Sinking Fund 
prices. 


During redemption period: R 
in total at not above the price appropriate to the Sinking Fund. 


8% Convertible Unsecured Loan Stock 1983 is convertible at the rate of 10 
“Ordinary Shares of 50p each credited as fully paid for every £7 nominal amount 
et stock and so in proportion for any fesser or greater amount of stock in 
“multiples of £1. 

By an agreement dated 31 May 4968 The British Aluminium Company Limited 

and Lioyds Bank Limited rank pari passu on a second mortgage under which 
“the company has charged its undertaking and assets in the U.K. as collateral 

security for such amounts as are outstanding from time to time on the short 
term borrowing facility from The British Aluminium Company Limited and the 
overdraft from Lloyds Bank Limited. 


iv) F Repayable by means of an endowment life assurance with an annual premium 
of £1,975 maturing in 1983. 
Repayable by forty equal half yearly instalments of £1.250 from 1 October 
4974 to 1 April 1994 inclusive, with balance af £50,006 due on 1 April 1994. 
Repayable by quarterly instalments, representing capital and interest, of £100 
each, over 30 years commencing October 1963. 





Wi 
wi) 


31. Ordinary Share Capital 1972 1971 
Comp £’000 

Authorised in shares of 50p 4,779 1,779 

`. issued and fully paid 4,146 1,097 






During the period 50,000 Ordinary Shares were issued at 
B% Convertible Unsecured Loan Stock 1983. £576,000 of 


“Unsecured Loan Stock 1983. 





GROUP LTD A 





par for cash and 46,877 


: Ordinary Shares were issued at a premium of 20p ver share in exchange for £32,814 
the unissued Ordinary 


“4 Share capital is reserved for the conversion rights attached to the 8% Convertible 








ND ITS SUBSIDIARIES __ 









































22... Reserves Holding Company Group 
£000. £000 £000 Com 
Share Premium Account:- i ERR ES 
Balance at 2 May 1974 Eeer 218 ? 
Premium arising on issues during period 
ie RAE Ss E 124 
Other. Reserves = : 
Balance at 2 May 1971 354 4,333 
Loss.on devaluation EE ~ {114} 
Provision against interest in subsidiary 
now released = o 0o OO 230 — 
Surplus for period. -~ 108 468 
BCEE ; Ge 692 sei 
d £816 
Approximate distributable balance £266 
` 





No provision has been made for United Kingdom tax (less double tax reli 
would arise in the event of overseas subsidiaries distributing unappropriated 
The loss on devaluation which results from a translatiun of net assets in South 
as at 2 May 1971 at the devalued rate, has been charged to reserves, as a gai 
similar amount was credited directly to reserves in.1968. 


Preference Share Capital 


23. 4972 
Re £°000 ` 
Authorised issued and fully paid 8% Cumulative Preference g 
Shares of 50p each Ve T 71 
i : 
24. Interests in Subsidiaries 
Shares at cost or as valued by the directors less amounts 
written off 2344 2 
Advances and current accounts 4,447 > 
£3,791 


eegen 
The subsidiary companies are wholly owned unless stated otherwise. 


Incorporated in United Kingdom Incorporated in South Africa $ 
Heywood Williams Led Williams & Williams (SA) (Pey) Led 
Heywood Maclean Led *Williams & Williams Metal Window: 
W & W (Glazing) Led (Pey) Ltd : : 
Autepressings (Leicester) Ltd (60%) *Richards & Barlow (Pty) Ltd 
Fifteen Minor Dormant Companies *General Anodising Co (Pty) Ltd 


Incorporated in United States 
Williams & Williams Sates Corporati 
(dissolved 3. August t972) 


Incorporated in Eire 
W. H. Heywood & Co (ireland) Ltd 


*interest held by subsidiary companies 


Contingent Liabilities 


Uncalled capital of investments, liabilities under guarantee, and options of. ming 


shareholders. D 
1972 197 
£7000 i 
Group 175 
Holding Company 159 


Capita! Commitments 


Capital expenditure of the group outstanding at 30 ‘April 1972. ; 
(a) Contracted for: £35; k {(1971-£54,000}. 
(b) Authorised but not contracted for: £2,000 (1971-£18,000) 












REPORT OF THE JOINT AUDITORS : 
to the members of Heywood Williams Group Limited 


We report on the accounts set out on pages [523 to 525}. 
Whinney Murray & Co. have not audited the accounts of the overseas subsidia 
Cooper Brothers & Co. have not audited the accounts.of the United Kingdom subside 
In our opinion the accounts together give a true and fair view of the state of aff 
30 April 1972, and of the results for the 52 weeks ended on that date and 
the Companies Acts 1948 and 1967. : i, So 





WHINNEY MURRAY 


Huddersfield. iN 

London. COOPER BROTHERS & 
` Chartered Accoun 

28 September 1972 





= City Notes ` 





ITY investment managers, while explaining that it is still 
possible to place substantial lines of shares outside the 
tock market at a small and acceptable discount on the market 
rice, maintain that they are not operating in a bear market. 
In such a market, they insist, there would not be the two-way 
institutional flow of business that their ability to place large 
lines implies. 
. Within the stock market where business is thin, it is also 
‘pointed out that the placing of lines of shares is none too difficult 
_and.the ‘sideways’ movement of the equity market suggests that 
‘this is so. 
It is undoubtedly comforting for the remaining ‘bulls’ of 
equities that even the sellers do not consider themselves to be 


a bear market, even if the sellers do not go any part of the way 


long the road which is still signposted FT Index 600. 
Those who profess to be able to see that kind of signpost argue 
at if inflation continues at the present rate then inflation is 
‘ood for some equities even if not for all, and if there is agree- 
ent on. volumtary restraint then that. must be good for all 
quities — at least in sentiment if not in fact. 
_ There are so many variations on the bull or bear theory being 
ot around in ‘Throgmorton Street at present that the continuing 
agnation of the equity market seems the most likely develop- 
ent. There is more debate than business, 
a. * D * 


AUNCHING of Access this week has inevitably been hailed 
=as another step towards the cashless society whereas it is, in 
fect, another step towards the building up of the credit 
plosion to nuclear proportions. Barclays, the pioneers of the 
nking credit card in Britain, do not seem particularly per- 
rbed about Access, although according to recent statements 
m. Barclaycard it would appear that new cards are being 
ed in almost unseemly haste. The credit rating of anyone with 
bank account seems to be remarkably high at the moment. 


In fact, the credit rating of anyone who can put pen to paper 
seems currently acceptable. In times of inflation of record 
severity it is becoming almost criminal not to owe money to 
someone for something. As a cynic said at the ‘Access’ cham- 
pagne breakfast ‘Here’s to bad debts.’ 

D D * D 


NLESS the £ is fixed as suddenly and as unexpectedly as 

it.was floated, it would seem that the float could last a lot 
longer than was originally expected. Float is not a particularly apt 
description for a rate that has sunk below the old 2'40 dollar 
parity, but it is interesting to note just. how acceptable the 
originally unacceptable is supposed to be becoming. Even the 
French have been reported as being prepared to allow Sterling 
to float into the Common Market next year on the assumption ` 
that it would be more realistic for Sterling to find its own 
Common. Market level than to have an unrealistic level fixed: 
before entry. 

* * D * 
T is ap intriguing pattern to new issue results. Last 
week, when new equity offers attracted some £612 million 

of money = or rather attracted cheques purporting to be worth- 
£162 million — as much as £157 million went into. applications 
for shares in the Status paint and decorating materials discount 
store company. A property issue and the offer of shares in Luis 
Gordon, the Domecq Sherry distributors, were adequately ` 
covered but not by the kind of margin that impresses, ‘There is 
a similarity in the new issue pattern this week, with paint, 
wallpaper and. decorating materials factoring and merchanting 
business likely to dominate new issue proceedings. The out- 
standing new issue development for the City, however, has been 
the knowledge that the J. Sainsbury organization is thinking in 
terms of leaving the thinning ranks of major private companies. 
A public offer of the Sainsbury equity, however, could still be 
as long as a year away. 


RATES AND PRICES 


Closing prices, Monday, October 23rd, 1972 


Bank of England Minimum Lending Rate — Oct. 2oth, 1972. 74% 





Finance House Base Rate ~ October 1st, 1972. 74% 
Retail Price Index (16.1.62 =100) 166-4 (from 165-5, 19.9.72) 


Treasury Bills ers 
. £5°7702% Sept. 22 .. £6-6990% Tax Reserve Certificates (3.1.72) Personal 34% 
5:8260% Sept. 29 . £66252% (Company certificates no longer on offer). 
»» £5°8872%  Oct.6 «+ £66676% EE E 2 
D £6°3427% Oct. 13 oe d 6-6800% Foreign Exchanges > 
. £66391% Oct, 20 - £67135% New York : 23917 Frankfurt E 76962 
g "ae 2:3487 Milan `, 139075 
Amsterdam 77775 Oslo ` 158106 
Money Rates Brussels i 05-85 Paris 12:0300 
6-7 % Bank Bills Copenhagen 16:5475 Zürich. 9:0975 
63-7 % 2 inonthe ie 
3 mont 73774% Gilt-edged 
R , 8-9 % months 74% > e A 
`" A months .. .. 8-9 o é months gate Consols 4% 41$ Savings 3% 65-75 89 1 
c6 months .. 81-04% . Consols 24% .. 264 Treasury 9% 1994. 93% 
2 Conversion 34% 364 Treasury 83% 87-90 .. 92% 
Going Si 1974 97, ee? RÉI 1978 93 Pid 
D ‘UNCINE 3% 4 99-04 44 reasu. “BO .. 
Three Months Rates Funding KA 60-90 90 % Treasury SÉ Re EN Ee? 
Local authority deposits . +. 7% 7 Funding 53% 78-80 842 Treasury 5% 86-89 .. Géi 
Local authority bonds D Gë -zł Funding 54% 82-84 813 Treasury.5}% 08-12 .. soë 
terling deposit certificates -© 7-7 Funding 53% 87-91 ot Treasury 24% .. 26 
Euro-sterling deposits x -. 8} -9 Funding 6% 1993 71} Victory 4%- 98% 
Euro-dollar deposits .. 5% -63 Funding 64% 85-87 Bok 372 





War Lean 34% 














_ The new Save and Prosper Personal 
Pension Plan provides a complete 
personal pension scheme for the self- © 
employed. The Plan now offers greater 
tax advantages and greater flexibility 
than ever before. 


It has six important advantages: 


Two new tax-exempt funds. The planholder can link 
his Plan to either. Through the Save and Prosper 
Property Pension Fund his pension can be built up 
through an investment in property, and through the 
Save and Prosper Equity Pension Fund it can be 
built up in stocks and shares. Since both these funds 
are completely tax exempt all investment 
accumulation is entirely tax free. 


Contributions are flexible. The planholder can vary 
2 the amount and frequency of his contributions and 
the fund to which they are linked and can invest any 
amount up to £1,500 a year or 15% of his net 
relevant earnings, whichever is the less. 


' § & P Services Limited, 


| 122-138 Leadenhall Street, London EC3P 3HX. 


Personal Pension Plan SS 


` Please send me further details of the 


new Save and Prosper Personal Pension Plan. 


Firm 


| Name 


Address 


_ Save and Prosper 
Personal Pensio 


` -Anewplan tailored 
to tomorrows needs | 


Full tax relief on contributions. All allowabl 
contributions qualify for full income tax and 
relief. E 


A choice of pensions. The planholder can take either 

4 a fixed pension, or one that is linked to the value of 
the units in his Plan so that it has an opportunity of 
growth in the future. 


automatic protection for dependants, should the 
planholder die before retirement, and allows 
provision to be made for them after retirement. 


5 Protection for dependants. The Plan provides 


A tax-free lump sum. The Plan allows a tax-free n 
Jump sum to be taken at the beginning of retirement. 


The flexibility of the new Save and Prosper Personal 
Pension Plan should enable anyone who is self-employed 
to provide themselves with a retirement pension that 
meets their needs. Please complete the 
coupon below for 
literature or 
telephoneS&P £ 
Services Lid. op {F 
01-638 8922. 














| SAVE AND PROSPER GROUP 
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orking Capital 
Leslie R. Howard, F.C.A, 
£2.10 

The handling of working 
capital is the most 
influential aspect of 
business financial 
management. Described 
are the various methods 
to be employed in its 
efficient management. 
The latest financial 
management techniques 
are included ~ with 
guidance on the most 
effective short term 
financing and investment 
methods applicable 

to current market 
conditions. Of value to 


management accountants 
and students. 





Executorship Law 
and Accounts 
JAN DR Taylor, ACA.. 
A III AMBALA, 
55p 

Avoids the 
innumerable 
complications which 
can be met in a book 
on this subject, 
Cavers the law and 
application of estate 
duty, law of testacy 
and intestacy, 
distribution of estates 
and maintenance of 
trust accounts, 





Framework of 
Accountancy 

CC Magee, F.C.A. 

£1.75 

A valuable textbook for first- 
year accountancy students 
whomean to continue. 
Presents the essentials of 
accounting theory in the 
context of financial and 
economic activity. 
Conceptual in approach, 
with emphasis on the 
meaning and significance of 
the information that appears 
in accounting reports. 


Capital Gains Tax 
Vera Di Palma, 
F.CCA., FTAA, 

75p 

The first book on 
Capital Gains Tax to be 
geared specifically to 
the students’ needs. it 
gives a comprehensive 
coverage of the subject 
and is completely up to 
date, 








Macdonald and Evans 


New And Forthcoming Publications 








Value-added Tax 
Glossary 

U. Becker. 

£2.75 

A timely and significant 
glossary of terms 
connected with V.A.T. 
in the E.E.C. Compiled 
in English, French, and 
German. The English 
and French indexes 

list not only the term 
sought, but its equivalent 
in the other two 
languages. 


Some Selected Handbooks 





Income Tax 

H. Tech, B. Com, 
85p 

Invaluable for 
students in 
accountancy, law, 
secretarial practice 
and business studies, 
Sets out the basic 
principles of income- 
tax law and practice. 
The fifth edition 
incorporates those 
changes made 
necessary by the 1972 
Finance Act. 





Macdonald & Evans 
Limited 
One of the few remaining 


A H 
JN completely independent 
e publishers. 


8 John Street, London WCIN 2HY Telephone: 01-242 2177 


Miles Taylor and Perry's 
Principles of Auditing 
Leslie R. Howard, F.C.A. 
£2.25 

Statistical sampling and 
analytical auditing have been 
given detailed treatment in 
the 17th edition of this 
established textbook. 
Inclusion of the 
Recommendations of the 
L.C.A. regarding electronic 
data processing brings this 
aspect right up to date, 
Internal control 
questionnaires and standard 
audit programmes are 
extensively demonstrated, 
The legal aspects ‘of ` ` 
auditing now include the 
results of the practical 
application of the 1948 and 
1967 Companies Acts. 





Mathematics for 
Economists 

L. W. T. Stafford, B.Sc. 
(Econ.) 

95p 

Relates mathematics to 
the essential ideas of 
economic theory. 
Considers differential 
calculus, vectors and 
matrices; introduces ideas 
in economic dynamics, 
deals with the techniques 
of regression analysis, 
Complete with test 
questions and worked 
answers, 





BULLS AND BEARS 


Slightly More 
Hopeful 


“© far, during the current Stock Exchange account which 
Jcommenced on October 16th, equities have edged up a 
` little, encouraged by the fact that the talks between the Govern- 
ment and both sides of industry are to continue. However, the 

fact that a further meeting has had to be arranged for October 
-26th to try to reach final agreement on the form of restraint has 

` kept investors on the defensive, and official daily markings have 
been below 8,000 ~ little more than half the number at the height 
of the recent boom. 

Since the previous article on October rath, the Financial 
Times Government Securities index has changed but little from 
“92-55 to 72°66, but the Financial Times Industrial Ordinary 
-share index has moved up from 467-3 to 486-2. If terms for a 
voluntary agreement on restraint can indeed be reached on 

October 26th, there may well be a further upturn in prices 
unless the prospects of such an agreement have already been 
discounted by the market. On the other hand, any set-back 
at the talks caused by the pressure of sectional interests on the 
TUC could wipe out recent gains and possibly leave the Govern- 
ment with no alternative to a statutory curb on prices and wages. 
The uncertainties surrounding such an event would make their 
own adverse impact on the market for a while. Consequently, 
there are hazards for the investor who jumps in just now — and 
possibly some good rewards, if his judgement or guesswork 
“proves right. 
" Below we give our selections of corporation loans and fixed 
interest stocks: 







Corporation Loans 


1972 
Price Yield High Low 
Hammersmith 93 per cent 1976- 
29 Si D .. 101-4 9-0 109% 102 
Huntingdon and Peterborough 93 
per cent 1980-83 e? 99-103 93 110 102 
Newcastle on Tyne 94 per cent 
1978-80 is de os 99-101 92 111 100 
Nottingham 94 per cent 1977-79 103-5 90 111 103 
Fixed Interest Stocks (Industrial, Commercial) 
1972 
j Price Yield High Low 
Bass Charrington 73 per cent loan 
= 4992-97 i Ko .. 80 9-6 96 78 
Courage 104 per cent loan 1990-95.. 102 102 115 100 
Commercial Union 72 per cent loan 
: 1988-93 .. k W , 82 94 96 80 
General Accident 73 per cent loan 
< 1992-97 .. A si .. 80 9-6 94 80 


Ordinary shares 
When the bull market broke in May of this year, most brokers 
expressed the view that this was just a pause in the upward 
movement, and in brokers’ circulars and the financial press 
alike there was no lack of prophets that the Financial Times 
Industrial Ordinary share index would later reach 650 or even 
700 before the bear market set in. 

Perhaps it still will, but some brokers now admit to being a 
bit bewildered while a few confess that they don’t know. Others 


expect the present state of comparative inactivity to continu 
for some months before the market’s main trend, in one direc 
tion or the other, re-asserts itself. Clearly, much will depend: 
the outcome of the talks on October 26th, and the extent t 
which any agreement reached can be sold by the Trades Unio: 
Congress to the several unions some of which, unfortunately 
have already indicated that they do not intend to be bound. 
Even in quiet markets there are always some lateral mo 
ments and special situations, but taking the market as.a whole. 
the best long-term buys are probably good quality stocks 23 
shares which are currently showing a considerable disco 
on recent peak levels. Below we give our current selectió 
ordinary shares: : 


P/E 

Price Yield Ratio 
National Westminster Bank : 
Warrants of £1 168 — — 212. 
Bradford Property Trust 25p 7 
shares... ae .. 218 3-4 145 -260 
Kleinwort Benson 25p shares 150 2:6 — (209 

Prudential Assurance 5pshares 193 31 


National Westminster Bank Warrants. We recommen 
National Westminster Bank ordinary £1 shares at 385p KS 
issue of September 28th. They are now 432 and we expect 
see them higher still (in the absence of unforeseen circumstan 
nearer the date of the final dividend in January 1973. A cheap 
buy, however, is National Westminster Bank Warrants whic 
are convertible into shares up to 1979. The price has quit 
recently risen. from 140p to 168p and we shall be ve 
surprised if the price does not follow the trend of the shar 
price. i 


Bradford Property Trust. The shares of this company at 2 
are cum 1 for 5 scrip issue, and compare with a 1972 hig 
26op. Profits before tax for the year ended April sth amounte 
to £1,508,811 against £1,026,839 previously. True, most of t 
increase stemmed from property dealing though, after spendi 
£68,000 on repairs and. renovations to obtain qualificati 
certificates, rental income increased by more than £36,000 an 
last year’s dividend was twice covered by profits after t 
Moreover, income will rise over the next four or five years 
the company obtains the benefit of increases under the Re 
Act. During the past year the company acquired the balance: 
the share capital of Eastbourne Artisans Dwellings, whose po! 
folio consists of about 680 dwellings and 17 shops. 

At the same time the company also made a number of oth 
acquisitions. It owns a disused aerodrome at Martlesham Heat 
near Ipswich on which it is proposed to build a village for 3,01 
people. The Secretary of State for the Environment has A 
dicated that, given a revised lay-out taking account of the line o 
the proposed Ipswich by-pass, the proposed development 
the site as a self-contained village should be acceptable. Althou 
the company’s properties are mainly residential, the compa 
has demonstrated its ability to increase income, and the prese 
price seems to afford a good buying opportunity. Warner Est: 
owns 12 per cent of the equity. 





Kleinwort Benson. This is a major merchant bank whe 
profits for the year ended December 31st, 1971, were: 50° 
cent higher and the dividend was increased from 12 to: 15 | 
cent. For the first half of the current year, profits are higher th 
for the corresponding period last year. ‘The interim divide’ 
has been increased from 5 to 7 per cent, although it is stat 
that this is to reduce disparity between the interim and fin 
dividends. In 1971 the company formed a new bullion subsidi. 
in New York and a new London bank in partnership with th 
Bank of America — which is the largest commercial bank in th 
world — to combine the commercial banking experience, 
sources and connections of the Bank of America with Kleinwort $ 

















wn international banking expertise. We consider Kleinwort’s 
lares a good long-term investment. They have already moved 
p zop from this year’s low. 

‘Prudential Assurance. This giant makes steady progress each 
ear. The shares are usually at the top for the year sometime 











just before and after the publication of the annual report due ` 
in April; in 1972 the high was 224 and the low 171. The shares 
have recently moved up 23p from the low and (in the absence of 
unforeseen circumstances) may be expected to appreciate 
gradually between now and April/June 1973. 


TTT TS 


Letters 





The Imputation System 


„> There are some aspects of the imputation system of 
corporation tax which, I suggest, have not yet received sufficient 
ention in the technical. press. 

(he first is that a company which receives franked investment 
come equal to the dividend paid will save, not 40 per cent 
poration tax on the franked investment income as at present, 
ut only the mainstream corporation tax at 20 per cent, since it 




















EXAMPLE! EXAMPLE Ii (a) FRAEN `: 
Franked investment income only Comparison = old system Comparison = new system ` iS 
Sey EI 1972 1976 1972 1972 1976 1976 
trading income Si Dën, fuk “ate ai — — 1,000 2,000 1,000 2000 
ked investment income —... Së ae Ze 1,000 1,000 1,000 ~~ 4,000 ` 
fit before tax e E 1,000 1,000 2,000 2,000 2,000 
orporation tax at 40 per cent ~ ~ (400) {800) kg 
~orporation tax at 50 per cent: x 
` ‘Mainstream A vas ne aa tive ia — (500) Käl. 
o By deduetien 2.0. a L (300) (300) ACT (300). ` 
$ e (300) m (BOD) em (1,000) ` 
EEN —— EEN ENEE kam Gë 7 Firme 
fter tax gross 1,000 net700 gross 14,600 gross 1,200 net 1,200 net1,000 
ibution (say): 
vidend ~ gross zë 4,000 1,000) (1,000 4,000 1,000). (4,000 4,000) 1,000 1,000. 
Se E ele F { 200) { ) ¢ ) { 900) { yo Sec { } { d WË Sé 
imputation 300 300 300 
lend = net (613) (700) (613) (613) (700) (700) 
Nil Nil £600 £200 £500 £300 ` 
Comparison ~ Comparison 
Saving of Saving of mainstream 
corporation tax corporation tax 
SS at 40 per cent at only 20 per cent 
mparative advantage of franked investment income over trading income... sag £400 £200 
EXAMPLE IlI 
Maximum dividends ~ Full imputation system 
UK and UK and 
GER UK only UK and foreign capital gain brought forward 
rading income , n eee : 1,000 000 V 
reign income ~ taxed at 50 per cent — 400 — = 
Profit before tax 4,000 a 1,400 1,000 1,000 
Corporation tax (790) 
edit for foreign tax 200 
t UK corporation tax: i Ss 
jainstream e (286) (200) (200) (200) 
(214) Boo, r ee (300} (300) 
— {500} aan (700) — (500) mans 1590) 
'rofit after tax 500 700 500 $00 
‘aordinary item 
ealized ‘capital gain 8 286 
‘axation thereon S 86 
` _ ~ 200 o ze 
rrofit after extraordinary item “500 “700 “Joo 500. 
ximum distribution: 
ividend ~ gross (714) (7,000) (1,000) {1,000}. 
imputation 214 300. 300 B00. ees 
idend ~ net —— (500) —— ` (700) ~~~ — (700) ma 700) 
ropt retained for year Nil Nil Nit {200}. 
ce brought forward ~~ = E 209 
Nil ` Mi Nii NE 
tee egen men 


will have no. ACT to set off against its mainstream corporation 
tax. This seems to be a serious reduction in the comparative 
value of franked investment income to the normal industrial 
company recipient. 

This reduction in the value of FIL does not apply to a com- 
pany which. wishes to ‘over-distribute’.— that is a company 
with mainly foreign income or one whose capital allowances wipe 
out its UK trading income. SR Së o 

The second is that the maximum distribution is a movable. 
feast in that foreign income, capital gains, etc., or even past 
profits can be distributed in any year to the extent of 20 per cent 
of the UK trading profits without further tax penalty in the _ 
form of irrecoverable ACT. EE E ies 

Some examples are attached. Ba ate et ange 

Yours faithfully, 
London EC2. D: NAPPER. 


Mr Napper’s examples are as follows: 























Professional Liability 


Sir, ~ The statement on professional liability of accountants 
and auditors issued recently by the Council of The Institute 
of Chartered Accountants in England and Wales (The Account- 
ant, August roth), does little to clarify the position regarding 
liability of auditors to third parties ~ an issue which has been 
“discussed in detail in an earlier statement also by the Council 
` (Accountants’ liability to third parties — the Hedley Byrne 
decision’, issued in August 1965; section V8, formerly 58, of the 
` Members’ Handbook). A comparison of the two statements 
against the background of the Hedley Byrne decision brings out 
the following points which may be of interest to accountants 
and auditors. 
=: Jt is very clear that where an accountant or an auditor gives 
references regarding a client’s credit-worthiness or any other 
: type of reference on behalf of the client, he runs the risk of 
~ being liable to the third party for negligence. 

The second occasion where an auditor would be exposed to 
third party liability has been quoted as follows in the new state- 
ment: ‘Preparing financial statements or reports for a client when 
it is known or ought reasonably to be expected that they are 
intended to be shown to and relied upon by a third party’. 

Who are the third parties who may reasonably be expected 

Ion see and rely upon, say, the balance sheet, profit and loss 
~ account and both documents filed in accordance with section 127 

of the Companies Act 1948? This question is important, since 
all practising accountants and auditors are directly concerned 
with it. The earlier statement attempts to answer this question 
in a manner which precludes the possibility of creditors, in- 
dividual shareholders, investors and tax authorities being the 
parties who may hold an auditor responsible for negligence. 
This opinion, in effect, says that an auditor is liable only to the 
collective body of shareholders — a statement which is not very 
ofiginal, since an auditor would be responsible to the collective 


AN 


body of shareholders even without the Hedley Byrne decision 
since he audits the accounts on their behalf. 

The earlier statement thus seems to restrict the third Ga 
liability only to cases where negligence occurs in preparing 
specific statement for a third party. This question of liability 
the case of annual accounts has not been discussed in the o 
statement, although there seems a clear shift in approach 
this problem. 

The Institute’s counsel now thinks that an auditor had 
add a disclaimer in his report, stating specifically thai 
responsibility is accepted to any third party. If an auditor 1 
liable to any of the third parties (as stated in the earlier statem 
when he endorses the annual accounts, how does the need 
a disclaimer arise? If the Council still sticks to its ea 
statement, why does it suggest the need for a disclaim 
to avoid third party. responsibility in those cases where t 
statements are not exclusively produced for the third part 
although they may rely on the same? Does the Council still h 
the view that an auditor is not responsible to anybody: ex 
the collective body of shareholders when he normally report 
upon the annual accounts? These questions are not answere 
the new statement, and the question of third party liability int 
case of annual accounts is as hazy as earlier. : 

It is not surprising that liability to third parties has Le 
almost a nightmare to accountants and auditors. All sorts of arg 
ments are advanced. by accountants and the professional bod 
to escape this responsibility. It is often not realized that sta 
of a profession in society is directly related to the responsibi 
that it is prepared to assume. What use will society have 
accountants who accept no responsibility to anybody excep 
those whose very accounts they are required to audit? 


Yours faithfully, 


New Delhi. KAMAL GUPTA, A.C.A. 












Taxation 
Case 


Ma Se ae ee REE 


Taylor v. Provan 
In the High Court of Justice (Chancery Division) 
June 3oth, 1972 
(Before Mr Justice PENNycUICK) 
“Income tax - Employment — Director — Residence in Canada — 
` Special assignment — English group of companies to expand by 
erg ~ No remuneration but expenses reimbursed — Whether 
taxable in respect of expenses ~ Income Tax Act 1952, sections 
156 (Schedule E), 160, 163, Schedule 9, paragraph 7 
“The taxpayer was resident in Canada, and was associated with a 
` number of businesses there including his family’s brewery 
` business, From 1930 to 1939 he concerned himself with brewery 
» amalgamations, and built up Canadian Breweries of which he 
became president. In about 1958 he became involved with Hope 
-and Anchor Brewery which was endeavouring to become larger 
«< with a view to attracting a favourable take-over bid. Negotiations 
to take over four smaller breweries had become bogged down 
and the taxpayer suggested that he should try without reward. 


His suggestion was accepted, and he brought three of the f 
breweries into a merger with Hope and Anchor which th 
became United Breweries Ltd. The taxpayer was made 
director with the special assignment of expanding the group’ 
more mergers without remuneration but being reimbursed 
appropriate expenses. He brought further breweries into.t 
group, and in or about 1962 United Breweries merged with 
Charrington Ltd, becoming Charrington United Breweries Ltd 
In 1967 Charrington merged with Bass, Mitchells and Butt 
Ltd, becoming Bass Charrington Ltd, and the taxpayer 
once more made a director with a similar unpaid assignment, 
He discharged none of the normal duties of a director. He ha 
no written agreement with any of the companies butt 
arrangements were confirmed in a resolution of the board 
Charrington on September 21st, 1967. In this resolution:t 
board recalled that the taxpayer’s principal business comm 
ments were in Canada and the Bahamas, and stated that 
arrangement was that he would perform his duties on behalf 
the company as far as he could from his offices in those contri 
but that it was necessarily envisaged that he would be required 
visit the United Kingdom from time to time as well. I 
confirmation of the arrangements it was resolved: (1) tha 
received no remuneration for his services; (2) that he had no 
to-day duties, and was not normally required to att id 
company’s offices or routine board meetings; (3) that his s 
assignment was the expansion and development of the group 
in particular to take charge of negotiations for other bre 
companies to join; (4) that it was. recognized. that his. du 
were to be performed as far as possible from his reside 
abroad. If and to the extent that it was necessary for him to vi 



































he United Kingdom to carry out the duties of his special 
assignment, he would be regarded as travelling on the business 
of the company, and consequently the company would pay all 
expenses of such visits. 

‘The bulk of the taxpayer’s work on his special assignment was 
done outside the United Kingdom by correspondence or tele- 
phone. On occasions he interviewed brewers from this country 
an his Canadian offices. He had not found it necessary always to 
isit the United Kingdom for the completion of negotiations. 
Le had an office on his farm near Toronto, an office in Toronto 
and a residence in the Bahamas. He had a secretary in Toronto 
nd one in the Bahamas. At no time was he ever resident or 
ordinarily resident in the United Kingdom. 

: During the years under appeal the taxpayer incurred travel 
‘and hotel and other expenses which he paid himself and for 
which he was subsequently reimbursed. He did not claim the 
expenses of his wife, who had accompanied him on occasion. 
He was assessed in respect of “expenses payments received as 
director’ for the years 1961-62 and 1965-66 on the amounts 
eimbursed to him for Atlantic air fares, but not in respect of 
amounts reimbursed for hotel and other expenses. 








(COMPUTER COMMENTARY 


nformation Handling 


A £70,000 video display-based system supplied to United 
\Dominions Trust by Sanders Associates Inc. (UK) Ltd, 
Id reduce the cost of handling information on new credit 
ounts. A cluster of 21 Sanders 720 Video Terminals is 
rectly on-line to the 370/145 installation at UDT’s customer 
¿counts centre at Cockfosters, on the northern outskirts of 
Ondon, and a further 11 terminals — seven on-line and four 
ff-line ~ are used by UDT’s subsidiaries, the Cycle & General 
inance Corporation Ltd and Brook House Finance Ltd, at 
lyde House, Hendon, with four more units on order. 
“The new system was developed in the light of experience 
ained over the last eight months with a ten-terminal, off-line 
ata entry system at Hyde House. Substantial time savings 
ere achieved compared with a manual system, and error rates 
ere exceptionally low; after a careful study of all alternatives, 
neluding OCR, the UDT Group Data Processing Department 
decided to extend this approach to handle all data entry for new 





Data capture 


Account information is received from branches on a variety of 
documents. Originally, this data was transcribed on to standard 
forms and punched for entry into the computer for validation, 
ecessitating several edit runs to correct errors. Under the new 
system, standard formats are called up in sequence on the VDU 
screens and ‘filled in’ by the operators in exactly the same way 
as typing a form. Operators have the facility of correcting, 
deleting or moving items on the screen before a block is sent to 
the mainframe. Validation is then carried out in real time, with 
_ errors being highlighted on the operator’s screen to enable 
corrections to take place immediately. 

-> The Cockfosters installation, serving primarily UDT (Com- 
_ mercial) Ltd, the instalment finance house in the UDT Group, 
and. its associate companies, uses 21 Sanders 720 terminals 





fideo Display System 





It was contended on behalf of the taxpayer that the 
amounts reimbursed for travelling expenses were not emolu- 
ments within Schedule E, and, alternatively, that if these sums 
were emoluments, the sums paid by him for the air fares were 
allowable expenses. 

It was contended for the Revenue: (a) that the sums reim- 
bursed were within section 160 of the Income Tax Act 1952 
each one being a sum ‘paid in respect of expenses by a body 
corporate to any of its directors’; (b) that the expenses incurred 
by the taxpayer for the air fares were not deductions permitted 
by paragraph 7 of Schedule o to the Act. 

The Special Commissioners decided in favour of the Revenue 
on the ground that the expenses in question had arisen, not from 
the nature of the taxpayer's office, but from circumstances 
personal to himself. They therefore dismissed his appeal, 

Held (reversing the decision of the Special Commissioners): 
in the performance of the duties of his office as a director of the 
company the taxpayer had two places of work, one in Canada 
(with the Bahamas) and one in the United Kingdom; and that 
the expenses of travelling from the one to the other were ` 
deductible in computing the assessments under appeal. 


for Credit 


linked through a Sanders 731 data communications buffer to 
the multiplexer channel of the 370/145. The seven on-line 720s 
at Brook House Finance, Hendon, are linked through a leased 
GPO line to the 731. Off-line operation at Hendon is through 
a Varian 6201 computer and dual tape unit, transferring data to 
tape for processing later on the 370/145. The off-line operation 
handles transactions other than new accounts. Commissioning 
of the system started in late May, after a period of operator 
training. 

The decision to adopt a video display-based data system arose 
from a close scrutiny of all costs involved. Costs incurred 





A cluster of Sanders 720 video terminals handle information on new 
credit accounts at UDT’s Customer Accounts Centre, Cockfosters. 
The terminals are directly on-line to a 370/145 computer. : 





‘October 26th, 1972 


should be lower than the present batch system and promise 
important future savings. The size of the punch department has 
been reduced and redeployment and natural wastage has avoided 
any redundancies. The ease of operation of the terminals cuts 
training time and makes specialist staff less necessary. Checking 
and correction on the screen have been shown to cut down 
-validation problems. 

Perhaps the greatest advantage is associated with eliminating 
the punching step in the data preparation stage; a possible 
source of error is removed and costs are reduced. The new 
system offers time savings and improved overall flexibility, 
giving scope for future expansion without major re-appraisals of 
information handling systems within the company. 


How to Keep Salaries in the Bank 
CA NEW feature of the monthly payroll package offered by 
DJ Computer Services Ltd enables the customer to leave 
-salaries in the bank for at least an extra two days per month, 
adding up to 24 working days, or one month, per year. Con- 
sidering overdraft charges, this will mean a saving of at least 
5p per employee per month; which, taken against DJ’s charges 
of 74-8p per person for processing monthly payroll, is claimed 
to make this one of the most economic systems on the market 
at a cost of 24-3p, inclusive, per person. 

In addition to the considerable cost savings, it reduces the 
amount of clerical paper handling and also saves a trip to the 
bank. Under the new system, DJ write the credit transfer 
information on to a magnetic tape which they send direct to the 
Bankers Automated Clearing Services (BACS) and provide 
the customer with a summary detailing what has been done. A 
charge of 1p per credit transfer is made for this service, which 
is offered as an optional feature of the new scheme. 

Users of the new monthly payroll package must first apply to 
their own bank to register with BACS. Registration is followed 
by submission of a test file which, when accepted, clears the 
way for automatic payment of credit transfers. Normally, a 
customer can use the service one month following the date of 
application. 


Problem-orientated Systems 


ONEYWELL has designed a new family of minicomputers, 
System 700, to answer problems of communication and 
control in commercial and industrial data processing. One low- 
cost solution to data entry problems which the system offers is 
called SCREENPLEX and is tailored to the critical customer 
service problem faced by all kinds of businesses, from mail 
order houses to airlines, from insurance companies to stock- 
»prokers. Immediate accurate response to all customer orders 
and inquiries should be obtained by bringing minicomputers 
‘into the front office’. 
Screenplex is so named because it uses a small computer with 
a handful of television-type displays to telescope the entire 
process of entering information into a company’s business 
system by carrying out all the necessary transcription, capture, 
formatting, verifying, validating, editing and control of in- 
coming data — whether it is a customer's order, seat reservation 
or insurance inquiry. The intention is to offer similar capa- 
_ bilities to ‘on-line’ systems, but at a fraction of the cost. 
There are nine functional systems incorporated within the 
System 700 family. Six use a new central processor (Model 
716), the new OS/700 operating system, and improved com- 
munication facilities; the other three use the Model 316 central 
processor and the OP 16 operating and BOS batch operating 
systems. 
Prices of the entire System 700 range from {£6,250 to over 
£190,000 and a typical Screenplex configuration with ten visual 
displays would cost £68,000; monthly rentals can be arranged. 























High-speed COM Fiche Duplication 
PRIME function of all computers — and of all COM 
(Computer Output on Microfilm) systems ~ is to make 

accurate, up-dated information available as fast and as widely 

as possible. To make this feasible, ancillary equipment to the 
computer and the COM recorder must be capable of working 
at higher than computer speeds if bottlenecks in the pro 
duction of information are to be avoided. 

The new Model 75 automatic microfiche duplicator from 

Datagraphix is in line with this concept. It has the capacit’ 

potential for producing up to 1,000 COM microfiche duplicates 

per hour. With each fiche containing up to 227 pages of com: 
puter output, this represents an information duplicating spee 
of more than 3,750 full pages of computer output per minu 

Regardless of quantity or throughput speed, all duplicates 

are of uniformly high quality and are delivered completel 

processed on damage-resistant film. 
When duplicating from pre-cut original microfiche, maste 

films are inserted individually and the required number ọ 
























Datagraphix Model 75 automatic microfiche duplicator 


copies is automatically made from each in turn. When duplicat- 
ing from roll film records, the facility for varying the number o! 
duplicates from each fiche can be retained. The operator may 
select a semi-automatic operating mode in:which duplication 
stops after the required copies are made from each fiche, allow- 
ing the operator to re-set the copy quantity dial. Alternative 
where the same number of duplicates is required from every 
fiche in the roll, the Model 75 automatically advances the maste: 
roll as the duplication of each fiche is completed. Whethe: 
operating in the automatic or the semi-automatic mode, full 
processed duplicates are delivered cut to correct size, 
The entire duplicating operation can be completed in day: 
light and requires no liquids, venting or special environmenta: 
conditions. Measuring only 61 in. wide x29 in. deep x 49 in 
high, the basic duplicator can be supplied with optional uni 
that further increase its efficiency of operation. A film cleani 
station can be specified which provides electrostatic dischargi 
and vacuum cleaning of roll master films. In addition, | 
automatic collator may be added at ‘the duplicate d 
point. BEER 
In many applications, the optional collator offers. con 
siderable time savings. It avoids the necessity to sort duplicat 
on delivery and it is capable of either collating copy fiche int 
sets or separating them into order, fiche by fiche: Operatin: 
on the carousel principle, the collator is multi-tiered and: has 
100 separate sorting positions. 

































VER 7oo members of the Inter- 
national Fiscal Association met for 
the 26th Congress of the Association in 
Madrid on September 25th; they came 
from 41 countries. The two subjects for 
discussion were: “The income, fortune 
and. estate tax treatment of household 
units’ (the general reporter for this 
subject was Mr E. Reutersward, of 
Sweden), and ‘Tax consequences of 
changes in foreign exchange rates’ (gen- 
eral reporter, Mr Mariano Sebastian 
Herradon, of Spain). 

-The opening session took place in the 
Syndical Organization Building and the 
working sessions were held in the 
National Industry Institute. In an address 
Siven at the opening session, Professor 
Amoros. Rica outlined the. necessary 
yases for tax reform. He suggested that 
hurried changes without long and de- 
tailed discussions were unacceptable and 
instanced the ten year time-span of the 
Canadian tax reforms which commenced 
vith the Carter. Commission appoint- 
ments in 1962, as being a typical require- 
ment if any tax reform was to achieve any 
degree of permanence and acceptance. 

» He‘emphasized the continuing need of 
public argument on contemplated legis- 
lation. Once legislation had been agreed 
‘principle it should not be made 
effective for some years thereafter. Pro- 
essor Rica suggested, in effect, that 
fiscal change should be related to five- 
year-periods, and that changes legislated 
(ang five-year period should not be 
put into effect until the next five-year 
period, 








Recognition 

Dr Basanta Silva, President of. the 
Congress, referred to the fact that Dr 
_ Mitchell Carroll (USA) had been Presi- 
dent of the IFA for 33 years prior to 
his retirement last year, and that in 
ecognition of Dr Carroll’s work in the 
founding and development of IFA, the 
Spanish Government had decided to 
award him the Encomienda of the Order 
-of King Alfonso the Wise. 

` Apart from the two main themes of 
he congress, two seminars were held 
‘on the subjects of “Taxation of small 
_and medium size companies’ and “Taxa- 
-tion on urban land’. 





IFA Congress in Madrid 


Reports were contributed by the 
British Branch on the subject of the 
taxation of household units, by Mr John 
R. Coombe, of ICI Taxation Department; 


on the tax consequences of changes in ` 


exchange rates, by Mr Kenneth Evans, 
taxation manager of Commercial Union 
Assurance; and on the taxation of small 
and medium companies by Mr John 
Richards, tax manager of Pilkington 
Brothers. 

At the general assembly of the congress, 
it was decided that Dr Paul Gmuer, of 
Zürich, would be nominated as the next 
President of IFA at the Congress of 
Lausanne in 1973. He is at present 
senior Vice-President. Dr Silcher, of 
Germany, was nominated to join Mr 
Alun G. Davies as Vice-President, 

It was reported that the present mem- 
bership of IFA exceeds 4,000, and the 
formation of the Canadian Branch was 
formally recognized. A multi-national 
branch of the five Central American 
republics was also set up. The growing 
size of the Spanish-speaking element in 
IFA was also discussed, and considera- 
tion is to be given to the recognition of 
the Spanish language as an official 
language of IFA. 


Resolutions 


In the resolutions adopted by the 
congress, it was recognized, in relation 
to the taxation of household units, that 
considerable changes had taken place 
since the subject had been studied at the 
Amsterdam Congress of 1955. Several 
countries had modified or abandoned the 
practice of local taxation of married 
couples. It was recognized that the 
social, economic and political conditions 
in each country must affect taxation 
methods adopted in the treatment of 
household units. It was also recognized, 
in the quaint words of the draft, that 
‘where certain forms of social life such 
as marriage were considered desirable’; 
it was illogical and harmful that the 
mere fact of marriage should increase 
the tax burden of the two spouses. 

On the second subject dealing with 
tax consequences of changes in exchange 
rates, the following external points were 
noted: cash, claims and debts in foreign 
currency should be valued at the rates 





of exchange in force at the end of the 
accounting period, but tax on gains 
might be deferred till effective realiza- 
tion; foreign stocks should be treated 
specially so as to allow the maintenance 
of adequate stocks for business purposes; 
and the basis for treatment of exchange 
gains and basis of permanent establish- 
ments should not be less favourable 
than those applied to home establish- 
ments. 

If specific measures were required 
internally, the tax base and tax rates 
on income and wealth taxes should be 
revised on the basis of an index, and 
analogous measures should. be taken on 
indirect taxes; as regards business profits 
there should either be specific provisions 
on depreciation, stock. valuation, and 
capital gains, or there should be a 
change in the basis of accounting by 
reference to current price levels. 

During the congress, the Spanish 
Committee organized receptions by the 
Institute of National Industry and by 
the Municipality of Madrid; a concert 
of Spanish and international music 
was given at the Royal Theatre; a visit, 
was organized to the churches and 
museums of Toledo; and a final banquet 
was given by the Chamber of Trade an 
Industry at Illescas. 


Future congresses 


Announcements were made as regards 
future congresses. In 1973, a congress 
will take place at Lausanne from October 
7th to 12th. The subjects will be: ‘The 
taxation of enterprises with permanent 
establishments abroad’, and ‘Partnerships 
and joint-ventures in international tax 
law’. A seminar will be held during the 
congress on the subject of ‘The rein- 
vestment of capital gains’. In 1974, a. 
congress will take place in Mexico City 
from September 23rd to 27th. The 
subjects in Mexico will be: “Tax conse- 
quences for joint ventures where the 
medium of operation is a limited liability 
company’, and ‘Tax problems arising 
from temporary activities in a country, 
of employees in multi-national opera- 
tions’, 

The congress of 1975 will take place 
in. London, between September. 22nd 
and 27th, at Grosvenor House. The 
present schedule of subsequent congresses 
is Jerusalem (1976), Vienna (1977), 
Buenos Aires (1978), Lisbon (1979), 
Paris (1980); and Munich (1981). 

The programme of the British Branch 
for 1972~73 has already been published 
in The Accountant (September 21st issue) 
and information on membership. may 
be obtained from the Secretary of 
the British Branch of the International 
Fiscal Association at 6 St James’s Square, 
London SW1r. , 





TO TRUSTEES 


When 


confronted with the task of providing an income 
for a life-tenant without endangering the real 
value of the bequest to the remainderman, you 
face several problems. 










know inflation plays havoc with a fixed 
income, sometimes causing real hardship in later 
years; the remainderman too will be displeased if 
his legacy has halved in real value. 





you spend valuable time constructing, then keeping 
under constant review, a portfolio to provide a 
reasonable commencing income with scope for future 
growth of both income and capital? 


help 


is readily available. The British Life 

Dividend Fund is ideally suited to the task, 
having achieved above-average capital appreciation 
combined with a satisfactory yield. 









The British Life Office Ltd. 21 Whitefriars Street, 
London, Ec4y 8AL Telephone: 01-353 6760 


BRITISH 
LIFE 
RELIANCE 


Member of the Association of Unit Trust Managers. 
We're not one of the biggest insurance groups. 
Just one of the best. 


JOB COSTING ` ; 


is available as a computing service from CRD, — 
giving 
Valuation of work in progress 
Process Costing 
Time-sheet Analysis 
Budget Comparisons i 
Job-cost Analaysis — current, cumulative SE 
~ detailed, summarised 


This economic service is 


@ Suitable for manufacturing or professional ` 
organisations GE 


@ Compatible with CRD's other accounting 


packages z 
@ Effective for large or small users 


Further details and estimates from 


Computation Research and Development 
12/15 Dartmouth Street ; m 
London SW1H 9BL l 


Telephone 01-930 0665 


Many hundreds of accountants have found. the right job 
through this useful service. Our. information centre (near. 
Moorgate Station) provides details on jobs, prospects and `: 
client firms. Consultants are always available to discuss ` 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and ~ without any 
form-filling -study the classified registers. Over 500. vacancies 
in the U.K. and overseas offer you the widest choice. Ring. — 
for relevant list! ae E 


Public Practice: L. Kelleher, 01-628 4550 ae 
More than 300 Professional firms: utilize our services in ` 
engagement of all grades of staff from Articled Clerks. 
Ge aaa! Salaries: U.K. up to £5,000; Overseas~up to — 
£10,000. : 


Commerce and Industry: R. Thornhill, 01-628 8860 
Vacancies cover the whole range from Trainee to Financial = 
Director. Salaries: up to £7,000+-. ko 
Temporary Staff: M. Farrer, 01-628 0391 

Terms are better than is usual for temporary assignments. 
EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 

of them is the man you seek. To find out ring me now and z 


I shall let you know within the hour. | Lys 
R., Thornhill, 01-628. 8869 


RICHARD OWEN ASSOCIATES — 


41 Finsbury Court, Finsbury Pavement, London EC2A 1HT 

















1e best hotels in 
-for free 





New Yor 









in one of 


If you have a week to spare fly with us to normal economy airfare available for a one- 
New York this winter. week tour. The rest is on us. (Prices based 
We'll fly you over on one of our 747s. Put on 7/8- day winter group inclusive tour fares 


you up in one of the best hotels in New York ` effective Nov Jet to Dec. 14th, 1972,and Jan. Sth 
(you have a choice of three). You'll have a to Mar. 3lst,1973 for groups of 10 passengers. 


"single or double room with your own private You dont have to form a group yourself. 
bath. We take you sightseeing. And then Your travel agent or Pan Am will doit.) 
after a week we fly you back again. So, if that sounds like a nice thing to do, 

The all-inclusive tour prices start from EU? your travel agent can tell you more, or send 
even that’s a saving of about 30% on the for our brochure for full details. 


$ PanAm 


("degt 
Sudden „you're somewhere else. 


Pm rm rz aee rm aae rm mr rm e E aee aen me m m E rm Am Maia rt m mmt a A e E NE AS WON E AN DA ee 


To Pan Am, P.O. Box 700, London SW4 


Please send me your free brochure of Pan Am's winter bargain tours 
tothe USA. 


Name 


Address 
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Practice 


6-The Larger Professional 


by CHRISTOPHER SNEATH, F.C.A., 
a partner in the London office of Peat, Marwick, Mitchell & Co 


Te receipt of the notification of 
success in the final part of the pro- 
- fessional examinations represents a crucial 
landmark in an accountant’s career. At 
this point he discovers that he has become 
a valuable marketable commodity worth 
a few hundred a year more than he was 
the day before, and that he should be 
giving some thought to his longer term 
career prospects. (Incidentally, to meet 
any cries of male chauvinism from the 
women in the accountancy profession it 
` should be made clear that in this article 
the words he, his and him should be con- 
strued as referring to both sexes!) 
Some of those newly-qualified will 
. have already set their heart on a career 
within the profession, some will have no 
doubt in their own minds that they wish 
to turn to industry or commerce as soon 
as practicable after qualifying; but others 
< (and I suspect a majority) will be un- 
decided. The uncommitted who wishes 
to keep his options open a while longer 
can, of course, remain with the firm to 
which he has been articled provided he 
can be satisfied that his new status as a 
` qualified accountant is appropriately 
~ recognized in terms of both remuneration 
and increased responsibility, coupled 
with effective post-qualification experi- 
ence and training. 


Large-firm benefits 


Where, however, the uncommitted 
reckons that his new status is not being 
adequately recognized by the firm to 
` which he has been articled, he might well 
-- consider spending two or three years 
‘with one of the larger accounting firms 
in the UK. At the end of this period he 
can re-assess his position and, whether or 
not he opts to remain in the profession, 
he can be sure that the wider accounting 
experience, together with the extensive 
post-qualification training which the 


larger international firms offer, will have 
done nothing but enhance his career 
prospects generally and will provide him 
with a valuable stepping-stone to higher 
management in any number of different 
fields. 

It is also worth mentioning here that, 
under the proposals put forward by The 
Institute of Chartered Accountants in 
England and Wales, newly qualified 
members admitted to membership of the 
Institute after a date to be announced 
will be required to have completed two 
years’ acceptable post-qualifying experi- 
ence before they are entitled to a practis- 
ing certificate. 

Assuming then that the newly qualified 
accountant opts to move to one of the 
larger professional firms, what might he 
expect by way of experience, training and. 
remuneration, and what might his longer- 
term prospects be at the end of a two- or 
three-year period? 


Experience 


The basic business of the larger inter- 
national firms, like most other accounting 
firms, consists of audit and taxation work, 
although in a number of firms a substantial 
proportion of the practice may be repre- 
sented by financial consultancy assign- 
ments. Initially, a newly-qualified ac- 
countant would be involved principally 
on audit work and, provided he chooses a 
firm with a good spread of clients (in 
terms of both size and activity) he can 
expect a variety of practical experience 
involving contact with every level of 
management. Within one or two years of 
passing his final examinations, a young 
qualified accountant could find himself in 
charge of sizeable and important client 
companies, involving a degree of responsi- 
bility which in other walks of life might 
not come his way until a much later stage 
in his career. 












































Mr Christopher Sneath was articled to 
medium-sized City firm and after qualify’ 
joined the London office of Peat, Marv 
Mitchell & Co, in 1958. He was appoint 
manager in 1966 and became a partner 
1971. He has recently taken up the duties ¢ 
staff partner of the firm in London and thu 
writes with some considerable knowled 

of the prospects within the larger firm: 
accountants. : 


The techniques used in auditing hav 
of course, advanced a long way durin, 
the last two decades or so, and the large 
firms tend to lead the field in the employ 
ment of the most modern methods. Man 
of their clients make extensive use ¢ 
computers so that first-hand experie 
will be provided in the application 
computers to accounting. A number 
the larger firms have clients which 
UK subsidiaries of US parent compant 
enabling a knowledge of US auditing : 
accounting procedures to be develop C 

In many of the larger firms, the 
accountant in charge of a client’s audit 
also responsible for dealing with that 
client’s tax affairs, involving preparation. 
and submission of computations an 
handling any consequential correspon 
ence with the Revenue; inmany, howeve 
this work is handled by a separate taxati 
department. A young accountant’s choi 
of firm may therefore be influenced 
his wishes in relation to further 
experience. 

As his experience and responsib 
grows within the larger firm, a- 
accountant may well become more: im- 
volved in special investigations and 
financial consultancy work. These assign 





company, or more usually at the request 
ofits merchant bankers, frequently 
involve acting as reporting accountants 
when a company seeks a stock exchange 
quotation, but investigations and reports 
are commissioned for many other reasons: 
to form the basis for judgement on the 
‘worth of a company, its value to potential 
shareholders or its future profitability; to 
assess the value of a company in a take- 
over situation; or to. provide a basis. for 
long-range corporate. planning. These 
projects generally involve a thorough 
analysis of the company’s accounts and 
affairs, giving rise to absorbing and com- 
plex problems which will undoubtedly 
make demands on the accountant’s ability 
to think analytically and to express him- 
self clearly. 

In an earlier article in this series 
(August roth), Mr Christopher Peyton, 
GA, Financial Director, The Rover 
‘company, ventured to suggest that, 
generally speaking, the pressures on the 
accountant in industry are greater than in 
the majority of cases to which a young 
ccountant would be accustomed. A 
oung accountant considering a move to 
one of the later professional firms should 
under no illusions as to the pressures 
e. might encounter — those who have 
xperienced the urgencies of meeting 
ublic company audit deadlines or com- 
leting special assignments for prospectus 
r take-over situations would no doubt 
e willing to testify on this score! 

At one time the salaries paid to newly 
jualified accountants in industry and 
commerce were somewhat higher than 
those offered within the profession, but in 
recent times this gap has narrowed and is 
now barely noticeable. 
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Post-qualification training 

(he larger firms emphasize that training 
does not end with qualifying and is a 
rocess which should continue through- 
out an accountant’s career. The major 
firms generally require their newly 
qualified accountants to attend pro- 
gressive series of courses covering sub- 
jects such as computers and their influence 
‘on audits; advanced accounting and audit 
techniques; taxation, insolvency work, 
investigations and other forms of special 
work. In addition, many of the larger 
firms take an active part in the affairs of 
the Institute and other professional 
groups by participating in the develop- 
ment of accountancy standards and 
auditing techniques and by helping to 
run, and present papers at, courses which 
their members are given every encourage- 
ment to attend. 

Within the international firms of ac- 
countants, wide opportunities exist for 
ewly qualified accountants in overseas 


ments, carried out at the request of 3 territories, 








on a longer-term career basis. Even a brief 
summary of the numerous overseas 
opportunities available to newly qualified 
accountants would no doubt fill a whole 
article in this present series. 

It is, however, worth mentioning some 
of the advantages which may accrue from 
working overseas with an international 
firm: attractive salaries and fringe benefits 
coupled with modest personal taxation 
rates in some areas, enables capital to be 
accumulated more quickly than is possible 
in the UK; in certain territories, experi- 
ence in auditing and accounting tech- 
niques in relation to multi-national groups 
of companies; higher levels of responsi- 
bility at an earlier age compared with the 
UK; in many areas a more congenial 
climate coupled with facilities for agree- 
able social and sporting activities; the 
possibility of learning a second language. 

These advantages naturally vary from 
area to area and, for those interested in 
learning more about the opportunities 
which exist the staff partners/managers 
of the international firms will generally 
welcome inquiries from likely candidates; 
there are also a number of accountancy 
career agencies who specialize in overseas 
opportunities to whom inquiries may be 
made. 


Longer-term prospects 


After a period of two or three years’ post- 
qualification experience at home or 
abroad the young accountant will be in a 
better position to assess his next move. 
Some may decide that their talents are 
better suited to a career outside the pro- 
fession and through their close contact 
with many people and businesses and the 
broad experience received since qualify- 
ing, they may receive attractive offers. 
It is a fact that many firms are frequently 
asked by clients to recommend staff 
suitable for key management positions in 
industry and commerce and many such 
positions are held by accountants who 
have served with the larger professional 
firms. 

For able people who wish to continue 
in a larger firm beyond a two- or three-year 
post-qualifying period, there are out- 
standing opportunities for promotion and 
rapidly increasing responsibility. Pro- 
motion depends entirely on merit and at 
the higher levels of responsibility re- 
muneration, in terms of income, is ex- 
ceptionally good. The majority of the 
larger firms select their partners from 
within their own organizations: the age 
at which an able accountant might hope 
to achieve partnership in London of course 
varies from firm to firm, 

There are also opportunities within the 
larger firms if, in due course, the young 
accountant wishes to specialize, for 





either on a shorter-term basis or 





example, in. taxation or data processing 
or to transfer to the management con- 
sultancy firms or departments which many 
of the international firms run as separate, 
but closely associated organizations. 


Choice of firm 


The character of the larger firms may 
differ materially in a number of respects 
including: administrative structure (such 
as methods by which staff are assigned to 
jobs); variety of work; audit techniques; 
training schemes; basic remuneration, 
and related matters such as salary review 
arrangements, overtime payments, pen- 
sion schemes, annual holidays, luncheon 
vouchers. These are all points on which 
the young accountant should seek de- 
tailed information before accepting a post, 
— in this way he will be in a better position 
to choose the firm best suited to his own 
abilities and personality. 

As the present series on career oppor- 
tunities illustrates, the avenues open to a 
qualified accountant are numerous and 
whether or not he decides on a permanent 
career in the profession, the experience 
gained in a large international firm will 
hopefully prove to be of real value 
throughout his life-time. 





TUTORIALS AT 15th-CENTURY 
MANOR 


WITH the allied accountancy bodies 
becoming increasingly involved in 
the education of their future members 
through the public and private sectors, 
there would appear to be considerable 
scope for private tutorial colleges; indeed, 
perhaps more than in the past now that 
some firms are discontinuing their own 
‘domestic’ training programmes in favour 
of outside tuition. 

Nevertheless, to open a new tutorial 
school is still a big undertaking in view of 
the high overheads and running costs, and 
the salaries the private sector has to 
pay to obtain good lecturers. Despite 
these factors, Mr Alec Reed, A.c.M.A., 
A.C.LS., founder and chairman of Reed 
Executive, decided at the end of last 
month to ‘take the plunge’, and open a 
tutorial college at Little Compton, near 
Moreton-in-the-Marsh. 

Alec Reed’s name is, of course, well 
known in the field of accountancy recruit- 
ment — he founded his company in 1960 
at the early age of 26 — and he regards his 
new venture as a logical extension of 
those activities. There can be no. doubt 
that the strenuous business routine he 
pursues will be reflected at the college, 
and students attending the courses should 
not be under the illusion that they will be 
there ‘just for the beer?’ . 

Little Compton Manor — a 15th-century. 
















View of the Manor House at Little Compton. 


house set in ten acres of gardens — has two 
full-time lecturers: Mr Lawrence R. 
Drury, M.A., A.C.A., the principal, assisted 
by Mr Kenneth Preece, A.C.C.A., ATLL 
Mr Drury graduated in economics and 
English from St John’s College, Cam- 
bridge, in 1962, and then became an 
articled clerk with a large provincial firm, 
being ‘admitted to membership of the 
Institute in 1966. He later joined the 
London office of Arthur Andersen as a 
taxation assistant, but after two years 
moved to Bristol as taxation manager 
-with Thomson McLintock, holding this 
position for a further two years before 
` taking up his present appointment. 

Mr Kenneth Preece was formerly a 
lecturer in accountancy for four years at 





Mr K. Preece 


` Me LR Drury 


the West Bromwich College of Com- 
_ merce. Prior to teaching, he was employed 
with the West Midlands Gas Board and 
subsequently with the William In- 
candescent Furnace Co. He was admitted 
to membership of The Association of 
Certified Accountants in 1966. 
_ The college has already commenced its 
“first course preparing students for the 
Institute’s Final Part II examination, 
and on November 17th, starts a three-day 
revision course for referred students. 
This is to be followed by a two-week 
. revision course on November 27th for 
Final Part V students of The Association 


of Certified Accountants. Apart from 
these and other planned courses it is the 
intention to make the college available 
to accountancy firms for both conferences 
and training. In the latter case, tutors can 
work either in conjunction with firms’ 
training officers or a programme can be 
left entirely to the college tutors. 

The college has accommodation for up 
to fifty students and recreation facilities 
include an outdoor riding school, tennis 
court, swimming pool, golf range, croquet 
lawn and a football pitch — to list a few 
welcome distractions from the hard work! 


VAT AT ILFORD 


ANOTHER successful meeting of the 
South-West Essex Chartered Accountant 
Students’ Group of the London CASS 
was held at the Angel Hotel, Hford, on 
October 11th, when 27 members were 
present to hear Mr Fryett from HM 
Customs and Excise (Romford), speak on 
value added tax. In addition to an ex- 
cellent talk, members were also shown 
visual examples and a most interesting 
question and answer session followed at 
which many practical problems were 
discussed. 


MARK GRUBBER’S NOTES 





vehicle for transportation. 


Articled clerks do not sign articles in order to take examinations. Their ob- 
jective is to become chartered accountants and when an obstruction such as the 
Part II Final looms in their path they take appropriate action. Articled clerks are 
nothing if not auditors. Through auditing they become adept at analysing 
problems and applying the optimum solution. This is what I have done (I hope) 
for I have to sit the Part II Final in November and have decided to attend a 
residential establishment offering ‘intensive tuition’. 

Has my training in auditing helped me to make the right decision? I will soon 
know. I have trodden the well-worn path of correspondence course tuition for | 
the Intermediate and Part I, but using it as a reader course only, i.e., I had all ` 
the answer papers at the start of the course and did not post in any solutions. ` 
The examinations presented no problem, although the time spent using this 
method was at least three times as long as my present six-week course. p 

There are over 3,000 students preparing for the November examination 
At least half of these will be attending courses of intensive tuition ~ some 
residential, some non-residential. What do they expect from a course such as 
this, what do they pay, and what do they get for their money? What are their 
intentions when they qualify; what is the attitude of the tutors on these courses 
has the growth of this sector passed its peak? These are some of the questions T. 


| hope to comment on in the next few weeks. 





The Easy Way In? 


e you are not a mechanic, how would you tackle the job of: 
repairing a puncture in your car tyre? You would probably take it to a 
garage and pay your thirty bob. You could tackle it yourself and end up ruining 
your best cutlery and in need of a bath, or you could perhaps hire the equipment | 
that presses a tyre from the wheel rim, etc., and that would be half the job done. 
But vou didn’t buy a car to learn how to fix a puncture, you bought it as a 


BYSTANDER’S COLUMN 
contributed 


Politics 


| HOPE Senator McGovern wins. My 
hope is not based on optimism. Nor 1s 
it founded on my preference for the name 
George, rather than Richard. Simply, it i 
because I admire a man who has ideals 
and who wants to pursue them. 
This is a rare commodity in the politi 
field. Politicians seem to be always co 
cerned with what is prudent, what is wis 
what is practicable. Not my boy Georg 
He seeks to enforce strictly the gift an 
capital gains taxes: he will reduce the 
lavish depletion and other tax allowance 
given to US petroleum companies. Se 
lavish that grown oilmen have- bee 
known to burst into tears when they fini 
some of the messy stuff. He will redu 
spending on armaments by slashing t 
military budget. And with the revenu 
liberates, he will help the poor and nee 
He has the vigour to proclaim these 
ideas before the elections. It is the so 
of wonderful certainty that only yout 
now seems to possess. And what audacit: 














































































to detail his tax reform plans to a group 
of Wall Street analysts! 
Yes, I admire McGovern. He has the 
virtues that I would like accountants to 
have. Oh, I know that the accounting 
profession is the greater for the prudence, 
wisdom, caution of its leaders with their 
perience and Jong based skills, but Cd 
like to see some impetuosity, some 
radicalism — even, some fervour! 
_ Our profession is a great one. It des- 
erves more of its members. than that 





they should just see accountancy as a job, . 


There should be a commitment toa 
concept of a profession whose students 
are able to meet high entry standards, 
who can enjoy wide and demanding 
training and who are able to meet 
rigorous examination standards. 
< In short, there must be a commitment 
-the future. And the leaders of the 
accounting profession, who now see their 
high posts as a climax o a successful 
career, should instead use their offices as 
starting point. 
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PROFESSIONAL NOTICES 


ARTHUR BiytHe & Company, Char- 
ered Accountants, of 145 Manor Road, 
Derby, announce that they have recently 
cquired the practice formerly carried on 
by Mr A. H. MARRIOTT, F.c.a., at 59 
Loughborough Road, West Bridgford, 
_ Nottingham. Mr Marriorrt will continue 
to be associated with the practice as a 
consultant. 


Lane Biytue Associates, Manage- 
ment Consultants of 145 Manor Road, 
Derby, announce the opening of a new 
_ branch office at 59 Loughborough Road, 
_ West Bridgford, Nottingham. 


— Fro, Ross, WeLcH & Co, Chartered 
Accountants, of London, Leeds and 
Glasgow, announce the retirement on 
October 31st, 1972, of Mr Donald Ross, 
BCOM., C.A., and Mr 5. 8. Berlanny, C.A., 









BIRMINGHAM’'S COMPUTER 
COURSE © 

‘An excellent course in every way. An 
uncomplicated introduction to com- 
puters which has proved very worth while 
and is a “must” for all articled clerks,’ 


These are the remarks of just one of the 


members who attended the Birmingham 
CASS residential computer course at 
Nottingham last year. An even better one 
is promised by the committee this year 
and attempts have been made to modify 
the programme to allow for more time 
on the computer. 

Organized in conjunction with ICL, 
the course will be an exacting one pro- 
viding a thorough grounding in EDP 
through a wide range of lectures covering 
all types of computer applications. The 
venue will again be Nottingham Univer- 
sity and the course will be held from 
December 16th to 18th at a cost of £16 
inclusive of accommodation. 

There are only 100 available places, and 
applications to attend, together with fee, 


and the admission to partnership of Mr 
C. J. P. BENBOW, A.C.A. 


Peat, Marwick, MITCHELL & Co and 
BLACK, GEOGHEGAN & TILL, Guernsey, 
announce that a new partnership has been 
formed which will practise under the 
name of PEAT, MARWICK, MITCHELL & 
Co at to Lefebvre Street, Guernsey. The 
partners are Messrs N. R. ASHMAN, 
F.c.A., R. A. De Purron, F.c.a., and 
C. S. MOLLETT, F.C.A„, of BLACK, 
GEOGHEGAN & TILL, who will be resident 
in Guernsey, and Messrs I. M. BOWIE, 
MA, GA, J. K. MATHER, C.A., and P. J. 
BUTLER, F.C.A., of Prat, MARWICK, 
MITCHELL & Co. 


RICHARD SHERATON & Co, Chartered 
Accountants, of 32 West Street, Brighton, 
announce the retirement concerning their 
partnership on October 5th, 1972, of Mr 
RICHARD FREDERICK WILFRED SHERATON, 
F.c.A. The practice will continue to be 
carried on by the remaining partners, 
Messrs Eric WALTER Morey, F.c.A., and 
MAURICE SUGARMAN, A.C.A., under the 
name MOREY, SUGARMAN AND Co. 

Tuomson McLintocx & Co, Char- 
tered Accountants, announce that Mr 
Mevitte J. Dron, a.c.a., has been 
admitted into the partnership at ‘15 
Pembroke Road, Bristol BS8 3BG. 


APPOINTMENTS 
Mr J. M. W. Bosworth, C.B.E., F.C.A., 
vice chairman of British Railways Board, 
has been appointed deputy chairman of 
the Board. 


Mr C. A. Cheeseman, F.C.A., A.C.18., 





` should be submitted without delay to the 


Society’s Secretary, Michael Fallows, c/o 
The Library, Fountain Court, Steelhouse 
Lane, Birmingham B4 6EA. 


LONDON LECTURES 


Miss ANN DENT, A.C.A., a past chairman 
of the London CASS who is now a 
lecturer at the City of London College, 
will be conducting two evening lecture 
meetings for intermediate members of the 
Society during November. The first of 
these will be on ‘Manufacturing accounts’, 
on November 15th and the second, to be 
held on November 22nd, will deal with 
‘Incomplete records and income and 
expenditure accounts’, 

Both of the meetings will be held at 
the Young Professionals Club, 6 Great. 
Newport Street, London WC2, com- — 
mencing at 6 p.m. Immediate application 
is necessary for those wishing to attend. 
which must be made through the secretary 
of the Society, 43 London Wall, London 
EC2M 5TB. The fee for each lecture is sop. 


aan nea 


has been appointed financial controller. 
of the Fenchurch Insurance Holdings 
Group and chief executive of a subsidiary, ` 
Fenchurch Group Services. 


Mr Michael L. French, M.A., A.C.A., 


has been appointed financial controller 
of Bosch Ltd. E 





Mr M. L. French Mr J. M. Hignett 


Mr J. M. Hignett, B.A., F.c.A., has 
been appointed a managing director of 
Lazard Brothers. 


Mr G. W. Fyfe, c.a., has been ap- 
pointed a director of Cable Trust and 
Globe Investment Trust. 


Mr Raymond P. Harsant, F.c.a., has 
been appointed financial director of the 
Hoskyns Group. = 

Mr K. L. Hill, a.m.t.a., has been ` 
appointed Treasurer, Glamorgan River 
Authority. l 

Mr DR Moscrop, A CG M.A. has been 
appointed general manager, British, Air ` 
Services, with effect from November 1st. ` 
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OA student 
wins 


coveted award 


Once again a School of Account- 
‘ancy ‘student has won a major 
award. Mr. D. C. Purt of 
Sunbury-on-Thames, passed Part 
oof the Institute of Cost and 
Management Accountants exam- 
“Gnation in May 1972)... won 
- first place, and the coveted 
_ Roland Dunkerley Memorial Prize. 
“The School of Accountancy’s 
record. of awards in the major 
professional examinations is out- 
“standing. Among the hundreds of 
passes in these examinations, 
SOA. students score consistently 
high marks, frequently carry off 
the biggest prizes and the most 
important awards. 

The success of an SOA course 
comes. from the special attention 
that. is given to each student. 
Qualified tutors, each a specialist 
‘Gn his field, are assigned to guide 

o the student through the carefully 


planned study material and culti- 
vate in the student the confidence 
that comes from a sound know- 
Jedge of the subject. To the 
student, SOA courses are mean- 
ingful, worthwhile, interesting ~ 
and they work! 

School of Accountancy have 
sufficient confidence in their 
courses themselves to give a 
guarantee of successful tuition: 
once you’ve enrolled, tuition 
continues, at no extra charge, 
until you are successful. This gives 
you the kind of security that helps 
you to give all your concentra- 
tion to the subject you’re studying. 

No matter what your speci- 
ality, SOA has the course that will 
enhance your status, improve your 
salary, speed your promotion. 
Write today for FREE details 
and read about how SOA will 
help you to qualify for success. 


T SEND FOR FREE DETAILS TODAY! | 


(subject or examination) 


Name 


| Occupation 


Member oft 


| Accrediled fy the Council for the Accreditation of Correspondence Colleges, 


To: School of Accountancy & Business Studies, ` .. | 
421 Regent House, Stewarts Road, London SW8 4UJ (Tel 622 9911) or 
Regent House, 341 Argyle Street, Glasgow G2 8LW (Tel 041-221 2926) 


(PLEASE PRINT} | 





e Association of British Correspondence Colleges. 
A snet mmm ORNA LT TT SANOA A Pm Fee RL TES vg OERS 





ORDER A COPY NOW 


INTRODUCTION TO 
BUSINESS COMPUTER 
PROGRAMMING ` ` 

T. W. McREA, C.A. 























In the beginning electronic digital computers. were 
used solely for mathematical and statistical work, 
and so, not unnaturally, the programming of these 
machines was carried out by mathematicians. The most 
common application of computers today is in the field 
of commercial data processing, but the myth that a 
knowledge of mathematics or even of electronics ig’ 
required before one is qualified to become a program- 
mer is hard of dying. In fact no preliminary qualifica- 
tions are required for programming except perhaps a 
certain basic common sense. 




















This little book is intended for accountants, auditors, 
managers and others who would like to find out what 
programming is about. The book is not intended as a 
‘programmers manual’ but rather as an introduction 
to the concept of programming and the job of the 
programmer. 


price £ | *60 ver 


£1°72 including postage and packing U.K. 


TO GEE & CO (PUBLISHERS) LIMITED | 
City Library, 151 Strand, London WC2R 11) 
Telephone 01-836 0832 | 


Please send........copyfies) of INTRODUCTION TO 
BUSINESS COMPUTER. PROGRAMMING, by T. W. 
McRAE, C.A., at £1:72 including postage and packing 


l U.K. 
l a EESE EA A AA E ariii 


Address oerinoar i PERE adieu 


mamie mie nee sanee hanna ae amenar eegend 


Remittance £ Is enclosed. Date. sos 


ACCT 26/10/72 
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A new way to manage your money with Nationwide Building Society 





New Nationwide 
‘Bonus 7’ 

‘Bonus 7-an entirely 
new plan that gives your 
clients the security of 
Britain’s third largest 
building society plus a 
magnificent 7° interest, 
Income tax paid. 
‘Bonus 7’ has been specially 
¿designed for regular savers. 
-People saving for their first home. 
People who want a nest egg for 
_ their retirement: 

Investors get the advantages 
of “Bonus 7’ whether they save 
as little as £5 a month or as much 
ae £100. All they do is save the 
Some amount regularly for the 
oo next 48 months. 


High interest from 
the very first day 


From the first day that they 
begin ‘Bonus 7’, your clients’ 
savings will start earning a 
generous 54° interest, income 
tax paid. And that’s a guaranteed 
Sif, even if they decide to stop 
saving before the end of 48 months. 
If they keep on saving, after 48 
months they will receive a 14°" 
bonus credited for the whole 
period, adding up to a full 7%% 
income tax paid. 
Think about it. Whatever they’re 
saving for, your clients can do 
better with Bons 7. Find out more 
now. Contact your local Nationwide 
branch manager. You'll find his 
number listed in your local Yellow 


Pages Telephone Directory. 
Equal to 10% 


gross at the new 
tax rate of 30% 





f 
| H they save this 
| each month 


i 
i H 
s | 
1 They'tth d | P | SE -— 
i evi have save: i 
` In dë months £240 


- Nationwide 
Building Society 


brings your money to life Pp 


(ee | 
Head Office: New Oxford House, High Holborn, London WCLY 6PW. | ien Së | £276 i £553 (£1382 | £2765 | £5530 | 
‘Fel: 01-242 8822 SESE ee see Scar E Oe ee 


Britain's third largest building y with funds exceeding £1,000,000,000. Authorised All Rgures te nearest whole {and assuming that subscriptions. 
for Investrient by Trust lember of the Building Societies Association. $ are paid regularly each month: 


| 

| 

| 

£480 emm | £2400 | oa | 
| 

| | 














and will relinquish his present position as 


general manager, BEA, Channel Islands | 


: Airways Division. 


-< Mr James Albert Redman, B.sc.(ECON.), 
F&A, has been appointed financial 

¿controller at-the London headquarters of 
The Central Electricity Generating Board 
as from November "st to succeed Mr 
H. G. Penniket, F.c.a., who will retire at 
the end of October. 


Mr E A. Shaw, F.c.a., has been 
appointed a director of IDC parent 
` company as group financial director, and 
deputy chairman of IDC Property In- 
vestments; he remains secretary of the 
‘parent company. 
= Mr P. J. Smith, A.LM.T.A., has been 
appointed Borough Treasurer of Taunton 
to succeed Mr F. Pedlar, F.1.M.T.A., who 
has retired after 46 years in local govern- 
ment. 
Mr. A. R. Sparrow, F.c.a., has been 

appointed a joint deputy chairman of 
Blagden & Noakes (Holdings). 


Mr Marvin C. Stephens, A.C.A., has 
been appointed secretary of Kay-Bevan 
Ltd and its subsidiary companies. 


Mr J. A. Terry, F.c.a., has been ap- 
“pointed to the board of Stothert & Pitt as 
executive director, finance. Before join- 
ing the company Mr Terry was finance 
director and secretary of Dennis Brothers. 


¿Mt S. Traebinski, B.COM., A.C.A., 
GCA, has been appointed divisional 
director of Smiths Industries. 


OBITUARY 
“Mr Roland Wickenden, F.C.A. 


Mr R. B. Wickenden, F.c.a., died sud- 
‘denly whilst on a visit to Belgium last 
Sunday, at the early age of 46. 

~~ Admitted to membership of The 
Institute of Chartered Accountants in 
England and Wales in 1948, he joined 
‘Townsend Car Ferries in 1957, and at 

the time of his death was chairman of 

European Ferries, parent company of 

-‘Townsend-Thoresen. It was under his 
leadership that this group became the 

largest private-enterprise ferry concern 

äm Europe. 

He leaves a widow and three children, 
“to whom we extend our sympathy. 


FOR C.A. 
EXAM 
PASSES 


ROYAL ASSENT FOR 
RECEIVERS ACT 


The Companies (Floating Charges and : 


Receivers) (Scotland) Act 1972 received 
the Royal Assent on October 17th. This 
Act (The Accountant, July 6th), provides 
for the holder of a floating charge over 
the property of a company in Scotland 
to protect his security, where necessary, 
by the appointment of a receiver, or 
receiver and manager. 


DOUBLE TAXATION (ZAMBIA) 


The Double Taxation Relief (Taxes on 
Income) (Zambia) Order was approved 


by the House of Commons on October ` 


18th. In similar terms to other recent 
conventions on double taxation, the 
Order replaces that previously made with 
the former Federation of Rhodesia and 
Nyasaland in 1956, which was continued 
by Zambia after independence. 


VAT ORDERS APPROVED 


Orders disallowing VAT input on two 
classes of transaction were approved by 
the House of Commons on October 18th. 
The Input Tax (Exceptions) (No. 1) 
Order (SI 1972 No. 1165) disallows 
input deductions by builders on certain 
articles incorporated as fixtures in dwell- 
ing accommodation in which they hold 
or own a major interest, with the ob- 
jective of securing parity of treatment 
between articles installed as fixtures in 
speculative building and similar articles 
installed’ in buildings constructed to a 
clients order. The Input Tax 
(Exceptions) (No. 3) Order (SI 1972 
No. 1167) disallows VAT input on goods 
and services supplied for the purposes of 
business entertainment, other than that 
provided. for overseas customers. 


INLAND REVENUE 
PUBLICATIONS 


The following Inland Revenue publica- 
tions have been revised and are now 
obtainable free of charge from the offices 
of HM Inspector of Taxes: Income Tax 
and the Elderly (IR 4) and Taxation of 
Wife's Earnings (IR 13). 

A new leaflet entitled Capital Gains 
Tax — Unit and Investment Trusts (CGT 
5A) has also been issued and is similarly 
available. 
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THE TISH COMPANY 


‘IN EUROPE 


On the eve of British entry to” th 
European Common Market, the Pinan 
Times and. The Institute of Chartere 
Accountants-in England and Wales. ar 
jointly presenting a two-day conferenc 
at the Inn on the Park, Hamilton Plac 
London W1, on December sth and 6t 
Entitled “The British company in Europ 
the conference will examine the effect of 
EEC membership on British compan 
law, with considerable stress on 
impact of EEC regulations and directiv 
on British companies. 

While the conference will deal e 
tensively with immediate issues, it 
also devote considerable attention to th 
future. Ideas currently being explored 1 
Brussels with a view to further action 
the harmonization of laws and taxes ‘wi 
be outlined, and a contribution made 1 
the continuing debate over the propo 
European company statute (T 
Accountant, November 18th, 1971). T 
final session will be devoted to the subjec 
of joint companies in the enlarge 
Community. a 

Speakers will include the Rt Ho 
Michael Noble, pc, MP, Minister: 
Trade; the Rt Hon. Viscount Watkinso 
P.C, CH, chairman of Cadbur 
Schweppes Ltd; and Sir Henry. Benso 
G.B.E., F.C.A, a Past-President of T 
Institute of Chartered Accountants 
England and Wales, together with repr 
sentatives of the EEC Commission an 
others with first-hand experience: 
European commercial law and practice 

Inquiries and applications to atter 
should be addressed to the Financial 
Times Conference Department, 388 
Strand, London WC2R oLT (01-836 
5444). The conference fee for the tw 
days is £60, inclusive of documentation, 
lunch and refreshments; refunds will be 
made in full in the event of cancellation 
prior to November 27th. 


PROFESSIONAL a O PERAN 
H z 


Local groups e members of The In- 
Chartered Accountants. in 
England and Wales, The Institute of 


The Association of Certified Accountan 
are combining to present a one-d; 


AN RRC KE STUDY COURSE provides. the simplest answer, Backed wi bei ail the ae 


Free ez book (without obligation) on application to Careers sya 


THE RAPID RESULTS COLLEGE 


EPT AH3, TUITION HOUSE, LONDON Sg 4DS 


01-947 2211- 


Accredited by the Council for the Accreditation of Correspondence Colleges 








‘minar at Bath University. on November 

8th, on the theme of ‘Impact of the 
‘European Economic Community on the 
British Accountant’. Under the chair- 
manship of Professor C. T. Sandford, 

.A.(ECON.), the speakers will be Mr kg. 

armichael, F.c.a,, Mr J.. D Drew, 
Fca, and Professor R. R. Pennington, 
LL.D 

Particular emphasis, it is stated, will 
be devoted to questions of taxation and 
company law. The fee of {10 is all- 
inclusive of lunch, light refreshments and 
car parking, and applications should be 
addressed to Mr R. M. Mawditt, 

..C.A., Finance Officer, University of 
Bath, Claverton Down, Bath BA2 7AY. 


INSOLVENCY SEMINARS IN 
DUBLIN 


‘Two seminars on insolvency both en- 
tled ‘Is your insolvency really neces- 
ary’? were presented in Dublin recently 
‘by ‘Thornton Baker & Co. A one-day 
‘seminar was held for the Bank of Ireland 
Group while a two-day residential 
‘seminar was given for members of The 
Institute of Chartered Accountants in 
Ireland. 
“The same seminars have already been 
resented successfully in England both 
commercial organizations and at the 
irmingham and Liverpool District 
ocieties’ joint conference at Keele 
arlier this year. But this was the first 
me the seminar had been ‘across the 
ater’ and both presentations were most 
uccessful. 


ASSOCIATION OF HOSPITAL 
TREASURERS 


€ b>, Lorenty-aécorid annual conference 

f the Association of Hospital Treasurers 

x England and Wales has been ar- 
anged to take place in.the Connaught 
Rooms, London, on November oh and 
toth; The theme wl be ‘Management 
in the Integrated. Health Service’, and 
ddresses will be given by. Sir Philip 
ogers, Permanent. Under. Secretary of 
State, Department of Health and Social 
Security, on “The Role of- Hospital 
Treasurers in Planning in the Health 
Service’, and by Lord Robens, former 
Chairman of the National Coal Board 
and Chairman of the Board of Governors 
of Guys Hospital, on ‘The Role of 








‘Institute 


Financial Management in the Reor- 
ganised Service’. 

Mr J. R. Hindle, F.c.a., Treasurer, 
of the Preston and Chorley Hospital 
Management Committee, is this year’s 
President and will be succeeded at the 
annual. general meeting which follows 
the conference by Mr B. G. Bush, 
F.c.A., Treasurer of the East Anglian 
Hospital Board. 


CREDIT CONTROLLERS 
IN EUROPE 


In addition to extending their interests 
into. the Republic of Ireland, the Council 
of The Institute of Credit Management 
is making arrangements for the opening 
of branches in countries of the European 
Economic Community, and hopes to 
extend to the ‘emergent’ countries of 
Africa, said Mr O. G. Mayo, F.1.c.M., 
Chairman of the Institute; at the recent 
annual dinner of the Institute in 
Guildhall, London. 

The dinner was presided over by Mr 
K. R. Cork, F.c.a., F.LC.M., President of 
the Institute, who, in proposing the 
toast to the guests, said that credit 
management had to be good, and it had 
to be human. Otherwise, in an industrial 
environment, business could well 
diminish if inhuman tactics were used in 
the collecting of debts and the control of 
credit generally. 


PAKISTAN ACCOUNTING 
TEACHERS’ ASSOCIATION 


Accounting teachers in Pakistan have 
recently formed an association for the 
purpose of promoting and advancing 
accounting knowledge and the standardi- 
zation of accounting concepts and pro- 
cedures. The association has declared 
its support for all measures towards 
improving the standard of ‘business 
education in Pakistan. 

Arrangements are already in hand for a 
conference to be held in December on 
‘Problems of teaching accounting in 
Pakistan’, jointly with the Institute of 
Business Administration in the Univer- 
sity of Karachi. The secretary of the 
new association is Professor M. Naseem 
Siddiqui, of Karachi College of Com- 
merce; its offices. are at the Pakistan 
of Industrial Accountants, 
Soldier Bazar, Karachi 3. 


HOCKEY 
Chartered Accountants 1 
HAC 0 


The CAs did well to win their first game 
of the season. Their goal was under 
constant pressure but the defence covered 


effectively. The goal came from a solo 


effort by Webster-Smith in the second 
half, when he took the ball all the way 
through. This goal unsettled the HAC 
and the CAs came close to scoring again 
in the final minutes. 

CAs: L S. McLaughlin; M. Dunk, 
R. Grover, P. Wainwright, R. Carr, P. H. 
Russell Smith, M. Barton, O. Webster- 
Smith, M. D. Gallant, P. Spencer, P. 
Farrell. 


CHARTERED ACCOUNTANTS’ 
GOLFING SOCIETY 


The Autumn Meeting of the Chartered 
Accountants’ Golfing Society was held at 
the North Hants Golf Club on September 
2gth. The weather was fine and the 
course in excellent condition. Leading 
results were as follows: 


STABLEFORD MEDAL Pts 
D. W. Gibson (10), won First Prize’. Ap 
L. Fenton (18), won. Second Prize |. 28 
J. V. Wilson (9) a ne oe AT 
SCRATCH: Prize oe 
M. J. Gabes .. F, ee? 


STABLEFORD FoursomEs’ 
W. B. Henderson (oh and A. B: 


Green (4), won First Prize . 39 
D C. Honey (9) and H. Chatwood 
(0), won Second Prize... 38 


J. V. Wilson (oi and C, D. Thomas 
(14) . 

M. A. Charlton (20) and W. McBrien 
(18) . 


The A. T. Taada. Young e Challenge 
Cup for the best aggregate at the Summer 
and Autumn Meetings was won by W. B 
Henderson with 38 points at Sunningdale 
and 35 points at North Hants — a total of 
73 points. 

Venues for 1973 are as follows: 

Kees? Cup, Chigwell Golf Club, April 
roth, 

Annual general meeting, Aldburgh Golf 
Club, Thursday and Friday, May ryth 
and 18th. 

Summer. meeting, Walton Heath Golf 
Club, June z2rst. 

Autumn meeting, Wilderness Golf Club, 
September 28th. 
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THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 







was established in 1942 to provide a professional organization for accountants and financial executives 
employed in commercial, industrial and other undertakings, and to promote and encourage the study of the 
‘special problems relating to the design and use of accounting procedures in the service of management. 








Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
industry as distinct from those of public practice. The commercial accountant must be a specialist, trained in AE 
business for business: his function is to devise systems for recording, analysing and presenting the information - 
which management requires if it is to reach rational decisions. n < 












__ Detailed syllabuses and further information as to eligibility for Registered Studentship (or, in the case of 
qualified or experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at 





40 TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8. 
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OBJECTS. The College of Taxation specializes in teaching tax. It publishes and presents updated 
courses. It aims at assisting all those professionally concerned in learning, teaching and practising 
taxation. ~ 
MEMBERSHIP. Applications are now invited for 1973 membership whereby for an añnual fee 
of £27.50 (payable by 6 monthly instalments of £5, if required) an individual receives:- 
@ Associate membership of The College of Taxation including the right to use the designatory 
letters A.C.T. 
@ One copy of 20 lecture self-study course (Ref. SS.1) on Income Tax, Surtax, Capital Gains 
and Corpn, Tax. Updated for |972-73. (Non-members fee £25.) 
@ One copy of 10 lecture self-study course (Ref. SS.2) on Executorship and Estate Duty. 
Updated for 1972-73. (Non-members fee £12.50.) 
@ Such further publications as The College decides. In particular material on Value Added 
Tax. This could be an outside publication or our own material. 
@ Free Query Service on course material. 
@ Optional extras at special prices. (Please see below.) 
Courses should be available at end of January, 1973—with Së. out first—but firm dates cannot 
be given. Updating comprehensive material and producing for an increasing membership can easily 
cause a variance of one month. Cassettes follow courses. Selective membership is not available. 
Members must study the tax areas indicated. The right to refuse membership is expressly 
reserved. 
EXAMINATIONS. The College teaches for taxation examinations of other professional 
bodies but does not itself examine. As and when it starts examining, it will—inter alia— 
require periodic re-examinations. Continued membership will then depend upon a 
continuing interest and ability in taxation, Although the College insists upon members 
observing professional etiquette, its prime function is to train and retrain its members. 
It is this helpful approach which undoubtedly attracts other qualified persons to support 
The College. Over 50 per cent of our members are highly qualified professionals. £27.50 
p.a., tax material to study, and a contingent liability to face examinations does not attract 
those who merely want letters after their name, Our members deserve recognition and 
they get it. 


and enjoy 


CONTENTS. FULLY UP-DATED FOR 1972-73. 


SSI. INCOME TAX, SURTAX, CAPITAL GAINS TAX AND CORPO- 
RATION TAX. (Non-members and late members fee £25.). 
|. Administration. Personal Allowances and Reliefs. Interest and Charges. 






You are invited to be an A.C.T. 


sTO FIND A COURSE WHICH WELL COVERS A DIFFICULT SUBJECT 





PDATE 


OPTIONAL EXTRAS AT SPECIAL PRICES 


MAINS AND BATTERY CASSETTE RECORDER/PLAYBACK 


1973 PROGRAMME: OFFER VALID IF APPLICATION RECEIVED BY ist DECEMBER, 1972 


And you save £10 
by applying NOW 


THE RECORD. Does The College succeed? YOU ARE THE JUDGES! THESE 
ARE YOUR DECISIONS BASED ON A FAIR TRIAL... “TEN TIMES BETTER 
THAN ANY OTHER COURSE . . . WHOLLY WORTH WHILE . . . REALLY 
EXCELLENT COURSE ...1 PASSED ...1 WAS SUCCESSFUL IN ATI, 
NO NEED TO READ ANY OTHER BOOK ON TAXATION... YOUR LECTURES 
DEAL WITH TAXATION RIGHT FROM THE BEGINNING .. . HOW NICE 


BUT WHICH INCLUDES A SENSE OF HUMOUR!" And many, many more recent 
tributes on taxation (NOT book-keeping or general knowledge) where we are 
clearly YOUR FIRST CHOICE. Week after week, month after month, you 
have been told about C.O.T. courses. Honestly presented and honestly better. 
Now it is time for action! 

THE RECORD SPEAKS FOR ITSELF. It is a fantastic tune made possible by specializing in taxation 
and having MARVELLOUS MEMBERS young & old, qualified & unqualified, male A female, at home 
& overseas! This is where you come in. Please understand that our mainstay is MARVELLOUS members 
who are with us year after year, constructively criticizing, making suggestions for improvement, rewriting 
sections and making appreciative noises. They know that we update every year. That is why they are with 
us every year. We are in this thing together, on a continuing basis, and we have a lot of fun. 
Yes, TAX IS FUN IN THE COLLEGE OF TAXATION but you should only apply if you 
are seriously interested because if admitted—and admission is NOT automatic—you will be 
expected to remain with us year ofter year. Apart from an interest in taxation, no formal 
educational requirements are necessary. Will Tt be worth it? Your time is valuable. You want 
courses with flowing outlines, punctuated by essential detail, illustrated by numerous examples 
and with practical value, Your courses are here. The fully-updated no text-books-required self- 
study courses comprise verbatim notes of lectures in an informa', chatty, style. They are the 
result of painstaking research, tried and tested in lecture halls and so revolutionary that 
even Revenue people enrol with us. They are loose-leaf and foolscap. Each course is sent to 
you in entirety, not lesson by lesson. Thus you have fully indexed courses to dip into or master 
as you please and when you please. You will enjoy them! H 


courses [ You say ‘THE BEST’ | 










Built to superb specification necessary for 


Recommended 
intensive home, office or study use. This 






















2. Sch, D. Cases | and II. Adjustment of Profits. Price £32! 
3. Basis of Assest. Commencement and Cessation. Change of Accounting machine comes from famous makers with 
Seis sem we have struck a deal for Members. II! £19 a 
4. Capital Allowances. 5. Capital Allowances (Ctd.). 6. Losses. AND WHAT A DEAL! Built-in mains unit,’ WidI9? “50 
7. Partnership. Separate Assest. 8. Sch. B, C, D. Cases Ill, IN and V. auto-level recorder, plano-key controls & TX E 
9. Sch. D. Case VI. Sch A. 10. Sch, E. Surtax. Special Charge. remote mike. Designs vary slightly.“ or £5.50 dep. & 6 months 
DE Geir lilreducion, Exemptions ana Rules, Includes batteries, FREE CASSETTE & 12 at £2.80 (total £22.30) r 
12. C.G.T. Exemptions and Reliefs (Ctd.). MONTHS GUARANTEE. add 50p P&P toall orders 
13. C.G.T. Companies. Husband and Wife. Wasting Assets. Options. LECTURES ON C.90 LOW NOISE PRE-REÇORDED CASSETTES 
14. C.G.T. Quoted Securities. Takeovers. Bonus and Rights, Listen A learn, Take you through’ your College notes briskly & efficiently. 3 
15. Corpn. Tax. Principles. Income and Charges. Slap in a cassette and away you go! It's live. Stop, start and replay difficult 
16. CorpnsTax. Losses and Group Relief. parts. Use Query Service when YOU like. Leck at playing time! Look at fee! R 
17. Corpn. Tax. Sch. F. including accounts treatment. Elsewhere would be AT LEAST TREBLE if obtainable. Incredible value. Ideal , 
18. Corpn. Tax. Close Companies. Amalgamations and Liquidation. training. You lucky people! SS.1 on twenty C.90s (playing appx. 30hrs.) £50* R 
19. Double Taxation Relief. Relief for Non-Residents. Trusts. or €25 dep.* & 6 mos. at £5 (total £55). SS.2 on ten C.90s (playing appx. h ` 
20. Discovery. Negligence. Fraud. Back Duty. 15hrs.) £25* or £12.50 dep.* & 3 mos. at £5 (total £27.50). UPDATING: You } 
Si, EXECUTORSHIP AND ESTATE DUTY. (Non-members and late BEE, en We Cares ONE HALF ofiabove lees, plue PA'P Ee 
Serben fse £13.50 ic Tht Williand Personal’ enee THE IMPOSSIBLE DREAM! HIRE A QUALIFIED LECTURER FOR £l-25 PER DAY! ~ 
T Estate Dury. See Duty (ert, THE SENSATION OF |973 when, as experiment, hire replaces personal 
4, Estate Duty (Ctd.). attendance. Now you can HIRE top quality lectures when and where you like— 3 
S, User, Disteibucionjat Estate. on ams At FEES WHICH DEFY ALL COMPE TITION, Sets of Dec GO 
total playing time appx. 15 hrs.—repeat—15 hrs.) cost -50 plus an be 
S AAA AEYN EnA OCS P for rental period of 10 days plus 4 extra days postal time. Additional periods . cu dl ae 


. Statutory Apportionment, Writing up 
Problems. 

, Equitable Apportionment. 

. Trusts and Trustees. 10, Trustees. 
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+7 day refund guarantee! 


To:— THE COLLEGE OF TAXATION, 21 OAKBURY ROAD, LONDON SW6 2NN 


FOR COLLEGE USE ONLY. 
Cash/Credit subscription 





Date application received cknowledged 


Decision IN/OUT 


1 apply to enrol and agree to abide by College rulings. | agree to pay the 1973 subscription as follows:- 
(Please delete A or B.) 


A. (Cash subscription £27.50) | enclose £5.00 deposit and agree to pay the balance of £22.50 on or 
before Ist January, | 973. 
B. (Credit subscription £30.00.) | enclose £5.00 deposit and agree to pay the balance by 5 monthly 






payments of £5.00 on 28th of each month, starting in January, 1973, under a Banker's Order 

and Guarantor being a U.K. resident householder. 
REFUND GUARANTEE (U.K. ONLY). | understand that Course SS 1 will be the first out in 1973. 
| can examine that course for 7 days. If immediately thereafter | return it undamaged and insured 
with my Letter of Admission, you will refund my fee in full and | will NOT be a 1973 member of 
The College. 
OPTIONAL EXTRAS. (Order form will follow.) Please reserve:- 

Cassette machine J| Cassette purchase [J Cassette hire HI 

SIGNED. 





FULL NAME (BLOCK LETTERS)... 
ADDRESS 









Home Tel. 
Office Tel. 
Employer 

Dates obtained 











Existing qualifications (if any). . 
f Date and descripgion of any proposed examination. 
“Occupation How long so occupied. 


A.C.T. APPLICATION FORM WORTH £10.00 
VALID ONLY IF RECEIVED BY 1st DECEMBER 1972 





£5 per week. Sets are SS.| Lecs. I-10, |/-20, SS.2 Lecs. 1-10. BOOK EARLY ! 
Hire of playback machine costs £5 for rental period plus £1 p.wk. for additionals. 





















ALL TO HELP YOU! 


What a FINE proposition! 
Dare you refuse it? 


Courses provide sound basic tuition for PRACTITIONERS and STUDENTS. Candidates for 
examinations of the following professional bodies should find the courses extremely helpful:- 
@ The Institute of Taxation (Intermediate and Final of the Associateship examination) @ The 
Institute of Chartered Accountants in England & Wales @ The Institute of Chartered Accountants 
of Scotland @ The Association of Certified Accountants @ The Institute of Cost and Management 
Accountants @ The Institute of Chartered Secretaries and Administrators @ The Law Society 
@ The Council of Legal Education (i.e. The Bar) @ The Institute of Bankers @ The Association 
of International Accountants @ The Institute of Municipal Treasurers and Accountants. 


POST 
TODAY! 


RECOMMENDATIONS FROM NEAR, FAR AND “TOP DOG” 
2K BRIGHTON, Sussex. "1 met on Friday last a Mr. X, FCA who swore his life away in favour cf your 
course in taxation. Mr. X is principal of the firm of Chartered Accountants who audit the accounts 
of a group of companies of which my father is the Secretary." 
x CHICAGO, U.S.A. "1 have been recommended to you by one of your enthusiastic fans. | need to 
take a course in English taxation and in a hurry! Therefore please find a cheque enclosed." 
2K WELL-KNOWN ACCOUNTANCY COLLEGE (Actually, Top Dog in Private Sector). “Mr. C.D. (Principal) 
of XYZ (Well-known college) has suggested that you can provide the best course of study."” 




























@ Application forms must be fully and truthfully completed to be valid. 

@ Courses will not be sent until A are fully paid or B have signed Bankers 
Please do not ask for other terms. There are none. [ Orders. 
@ Overseas postage is extra. Let us quote you. 


























WE TAKE THIS OPPORTUNITY OF THANKING OUR VERY 
MANY PROFESSIONAL FRIENDS FOR THEIR ENCOURAGEMENT 
AND SUPPORT. 
Lotte 
Retain for YOUR use (i.e. Postal strays) 
Dare A.C.Ts epplicstlonrsent soc ve sncaescnccteccss«sichecenecrs 
If not acknowledged within 7 days. WRITE to College of Taxation, 
21, Oakbury Road, London, SW6 2NN. Tel. 01-736 8389. 
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Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — f 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


_ TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES 
the College Accountancy Prospectus (stating the examina- For students who wish to participate in linked oral 
tion in which you are interested) to the Metropolitan and correspondence tuition, the Luton College of 


College (A1), St Albans, or CALL at the London Advisory 


Office, 30 Queen Victoria Street, London EC4N 4SX Technology and Metropolitan College now offer 
(01-248 6874). After office hours (5 p.m. Monday-Friday) these facilities. Please write to: Metropolitan 
telephone messages are recorded electronically. College for details of various courses available. 


Metropolitan College, St. Albans 






Accredited by the Council for the Accreditation of Correspondence Colleges. 
Member of the Association of British Correspondence Colleges. 
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“To the Editor: Dear Sir— 


HIEF JUSTICE BARWICK, of the Australian High 
“Court, in the course of his opening oration to the Tenth 
International Congress of Accountants, deplored the decline 
in the art of letter-writing. Communication by the written 
word, he feared, was a declining art, and he confessed to a 
personal pleasure in reading the letters of an age in which 
men still had leisure to savour the well-turned phrase. 

` Without dissenting, as a general proposition, from his 
lordship’s views, a welcome feature of recent issues of The 
Accountant has been the continuing activity of the corres- 
-pondence column which, as we have said before, provides a 
common forum where members of what is still a fragmented 
profession may meet on common ground and find that they 
have much to say to one another. Subject only to such ac- 
cepted canons of good behaviour as that controversy should 
not be allowed to degenerate into abuse, we welcome the 
free expression of readers’ views on any topic of interest. 

Though considerations of the space available may from 
time to time prevent our making use of every letter 
received, we do not attempt to exercise any form of edi- 
torial censorship, or to select letters to accord with our 
own editorial policy; for proof of this assertion, it is 
unnecessary to look beyond the integration dispute of 
1968-70. Unconventional and possibly unpopular opinions 
are not, for that reason alone, to be denied a hearing; 
their authors may indeed profit by having their theories 
published and, where necessary, corrected. 

Though we have from time to time been taken to task 
for publishing letters which the majority opinion would 
regard as erroneous or heretical, recent experience seems 
to suggest not only that the views of other members of the 
profession are at least as effective as any form of editorial 
intervention, but also that a letter which might at first 
sight be dismissed as ‘mistaken’ may open up interesting 
and hitherto unsuspected lines of argument. 

` From time to time, inevitably, The Accountant receives 





anonymous letters ~ which, in accordance with the in- 


variable practice of reputable journals, are not published. 


Letters published above a nom-de-plume are not ‘anon 
mous’, since the use of such an alias is permitted, at t 
Editor’s discretion, only where the author’s identity a: 
full address are known to us. Charges of publishin: 
criticism in the form of ‘anonymous letters’ have lon 
since ceased to be made, in our experience, from a 
reputable or reliable source, and may charitably be as 
sumed to have indicated nothing more than that th 
speaker, for reasons of his own, had not troubled tos 
quaint himself with the facts of his case. 

For the use of a nom-de-plume, there may indeed bea 
one of a variety of wholly legitimate reasons. Some of o 
correspondents prefer to observe the custom of those da 
in which all forms of personal publicity were debarred 
to the professional man ~ including, no doubt, ‘L’ anc 
‘Accountant’, whose letters launched the cotresponden 
column in our pioneer issue of October 1874. Others may 
hold an official position whose requirements conflict wit 
their personal opinions; others, again, may be discussing 
(either as a point of professional interest, or in need of ; 
second opinion) material which has come into their hand 
in the course of a confidential relationship. This is not 
any means an exhaustive catalogue of possible situations 

Whilst the use of a nom-de-plume may conceivab 
detract, on occasion, from the value or the emphasis. 
the author’s views, the Editor avouches to his readers th 
all such letters are genuine, and may be treated as a seriou 
contribution to the matter in hand. Readers wishing to. 
correspond privately with the user of a nom-de-plume may 
address him c/o the Editor, in the assurance that their. 
letters will be forwarded unopened. ; 

‘L’, by the way, was lamenting the prevalence of persons 
of dubious character ‘described as an accountant’ in police | 
reports; ‘Accountant’ was critical of certain official ‘blun- 
ders’ (sic) in the schedules to the Life Assurance Companie 
Act 1870. Whilst both these topics, praise be, have Jong 
ceased to be of current concern, we welcome our readers 
comments on others that have taken their place. 








ignificance of Added Value 


DDED value may be something more than a basis for 
~Maxation. Defined for the purpose as ‘the valued added 
to materials and other purchased items which. provides, 
as a result of productive activities in the firm, the sum out 
f which wages, salaries and administrative expenses are 
paid, leaving any surplus as profit’, the concept has been 
offered by the Engineering Employers’ Federation to its 
6,000 member companies this week as a practical tool for 
analysing and improving a company’s performance, and 
for measuring its financial ability to meet wage claims. 
Coincidentally released at the same time as the Downing 
Street talks with CBI and TUC leaders, the new booklet 
Business Performance and Industrial Relations is designed 
as an attempt to present non-financial works and per- 
sonnel management with an intelligible and readily-applied 
yardstick; and, within the broad definition above quoted, 
the precise nature of items to be included in ‘added value’ 
is perhaps less significant than that individual companies 
should apply the rules on a consistent basis, year by year. 
Quite emphatically, the booklet is not intended as a dis- 
cussion paper or exposure draft for accountants, most of 
whom will skip the first 17 pages anyway; and whilst the 
profession has a role to play in interpreting and ‘selling’ 
the value-added concept, the worst thing that could 
possibly happen, if the aims of this booklet are to be 
achieved, would be for it to become the basis for any form 
_ of terminological hair-splitting. 
-> Itis the view of the EEF that in the past, wage and other 
_ negotiations have too often been conducted in isolation 
from other aspects of a company’s business, and even 
` without a true understanding of their inevitable effects. 
«Too often, the sort of horse-trading in which a claim for 
say, £10 is met initially by a flat refusal, followed by a 
_ settlement in the £4-£6 range dependent upon the bar- 
` gaining strength of either party, leads to leap-frogging and 
another twist to the inflationary spiral. One reason why 
inflation has arisen, it is claimed, is that too great a pro- 
portion of added value in many industries has been 
-absorbed by wages and salaries. 
__ ‘This trend is sharply illustrated by statistics released by 
` the EEF of the added value performance of individual 
-groups within the engineering industry; the inescapable 
_ inference is that the future for certain trades is bleak unless 
` added values can be improved. For 1970, added value per 
` of wages and salaries in shipbuilding was no more than 
` £1-20, the lowest of all the figures tabulated; in other words, 
_five-sixths - more than 83 per cent — of the total available 
_ for wages, salaries, administrative expenses and profit went 



























¿con wages and salaries alone. Within the foreseeable future, 


¿vehicle building may be in the same situation, the per- 


centage of added value absorbed by wages and salaries 
having risen from 57 per cent in 1968 to nearly 20 per 
cent in 1970. Over all classifications included in the table 
average wages and salaries have risen, between 1968 and 
1970, by from 22 to almost 29 per cent, unmatched (save 
in the isolated case of metal manufacture) by any com- 
mensurate increase in added values; the greatest disparity 
arises again in the case of vehicle building, where average 
wages and salaries increased by 25-4. per cent over two 
years and added values by 2-2 per cent. Figures such ze 
these give the lie to a number of specious ad hoc ‘productivity 
agreements’ of recent years. 

To quote from the booklet, ‘in any negotiating situation, 
managers need to know the limit, for any given level of 
output, to which they can afford to increase pay if the 
company is to earn the sort of profits which will enable 
it to prosper and offer stable employment prospects’. The 
added value concept offers a readily comprehensible 
standard to this end, and a safeguard against the in- 
flationary heresy of ‘paying ourselves more and more for 
doing less and less’. i 

In a covering letter to his members, Mr Martin Jukes, 
Director-General. of the EEF, commends Business Per- 
formance and Industrial Relations to the attention of ‘all ` 
chief executives and their industrial relations advisers’, 
We commend it, in our turn, to accountants for production 
of the necessary management information in intelligible ` 
terms. 
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Accountants and Actuaries 


ARTICULARLY in the fields of 
| life assurance and pension fund 
administration, the respective respon- 
sibilities of accountants and actuaries 
tend at times to overlap. Delivering 
his Presidential address to members of 
-the Institute of Actuaries earlier this 
week, Mr Geoffrey Heywood, M.B.E., 
called for these responsibilities to be 
more clearly defined and agreed by the 
professional bodies; he intended to 
‘seek, he said, ‘a personal and close 
working relationship’ to this end with 
Mr Douglas Morpeth, T.D., B.COM., 
F.C.A.,, this year’s President of The 
Institute of Chartered Accountants in 
England and Wales. 
` For life assurance purposes, the 
actuary’s duties were laid down in the 
‘Companies Act 1967 and the Valuation 
Regulations 1969; but the auditor 
also had a statutory responsibility with 
‘regard to his report on the balance 
sheets and accounts. Similarly, auditors 
maintained that they could not report 
on the accounts of a pension fund 
without reference to the actuarial 
report. Mr Heywood reminded his 
‘members of the review by Mr J. K. 
Scholey, F.1.a. (The Accountant, May 





31st, June 7th and 14th, 1969) of the 
AICPA Opinion No. 8 which had 
purported to give the accountants 
‘ultimate authority in deciding whether 
appropriate actuarial methods and 
assessments are used in the valuation 
of both pension plans and insurance 
companies’. It would be most un- 
desirable, he said, for such a system to 
develop in the United Kingdom, 

Actuaries had a far closer relation- 
ship with accountants than with the 
legal profession, said Mr Heywood. 
Despite cordial relationships between 
a working party of the Institute of 
Actuaries and the Law Commission, 
the legal profession generally had been 
very slow to recognize the merit of 
actuarial principles, and he was par- 
ticularly critical of the attachment of 
Her Majesty’s judges to traditional 
multiplier methods which amounted 
to ‘thinking of a number, arrived at 
quite empirically and having no scien- 
tific basis’. 

Sucha method was manifestly unfair, 
in his opinion; it tended to incon- 
sistency from case to case and the 
result. was usually inadequate on an 
actuarial basis. 





Workers’ Representation in Europe 


ROVISIONS for worker repre- 
sentation on the supervisory boards 
of the proposed ‘European companies’ 
(The Accountant, December gth, 1971, 


and October 12th) are proving un- 
expectedly controversial. Though the ` 


EEC Economic and Social Com- 
mittee, representing both sides of 
industry as well as consumer and other 
‘organizations, has accepted the case 
for two-tier boards with worker 
representation, it has now reported to 
the Common Market Commission its 
inability to agree on any quantitative 
formula. 

= Whilst a minority of employers’ 
representatives were prepared to accept 
worker participation up to a maximum 
of one-third of the seats on the super- 
visory board, another group rejected 
the idea of ‘worker participation al- 








together and a third element argued 
that workers, if represented at board 


level, must also accept responsibility 


for all financial risks facing the 
company. Some trade unions favour 

a supervisory board with equal rep- 
ae of workers, shareholders 


and consumer groups, while others 


reject the Commission’s proposals 
entirely. 

The Economic and Social Com- 
mittee. has, however, been unanimous 
in other respects. Thus it regards as 


unsatisfactory the EEC Commission’s. 


view that only public companies — 
such as SA or AG in France and 
Germany - should be allowed to set 
up ‘European companies’ as their 
subsidiaries; this privilege, it recom- 
mends, should be available also to the 
smaller (SARL or GmbH) companies. 


its- seventh conference. at Bomba 
from January 26th to 28th, 199 


Accountants’ 

Conference in India ` ` 
NDER the theme of ‘The Char. 
tered Accountant in the Service | 

the Nation’, The Institute of Char 


































tered Accountants of India is to hol 


Within the area covered by ` 
conference theme, papers ‘will be p 
sented on ‘the evolution of account 
ing’; ‘tax service’; ‘auditing — th 
changing emphasis’ ; "Manageme 
revolution and the accountant’; 
“Towards a healthy development < 
the profession’. 

Members of professional bod 
other than The Institute of Char 
Accountants of India, who will 
India at the time of the confer 
are cordially invited to participate 
its proceedings. They should registe 
their names and addresses with: th 
Institute at P.O. Box 268, New Delhi. 
for the conference literature to be sen 
to them. 


Insider Dealing 
Condemned 


LADY attended a cocktail part 

in London one Sunday evening, 
made substantial purchases of a par- 
ticular share on the Monday morning, 
but refused to divulge who had give 
the party.” This was one example 
given by Lord Shawcross, Chairma 
of the City Panel on Takeovers and 
Mergers, last week in the course of 
statement on ‘insider’ dealing. Such 
deals, which involve the use fo 
personal profit of privileged or con. 
fidential information, he said should 
be ‘wholeheartedly condemned’. 
Responsible City institutions, in 
cluding the Takeover Panel, have 
recently shown concern at the possibl 
prevalence of such dealing, althoug 
in the absence of effective investiga 
tory machinery it is difficult to estab 
lish its full extent. Insider dealing i 
particular, is not confined toa take-o 
situation, and it is only within th 
relatively limited area that the Ci 
Panel at present has jurisdictio 
While Lord Shawcross, in particular 
plainly does not favour the establish 
ment of a vast regulatory agency on ` 
the lines of the American Securities _ 
and Exchange Commission, he has | 




















suggested that present limitations on 
the powers of the City Panel and the 
Stock Exchange might be dealt with 
in the course of forthcoming changes 
in United Kingdom company law. 
Insider dealing, it is now widely 
recognized, is unfair to the ordinary 
investor and tends to give the City 
as a whole a bad name. Unfortunately, 
inquiries into potentially suspicious 
eals are sometimes frustrated by a 
nominee company unwilling to dis- 
close for whom it is acting, a foreign 
bank prohibited under its own legis- 
lation from any such disclosure or an 
individual who may know but refuses 
to tell. In such cases, it may be possible 
to trace only the smaller fry while the 
big fish escape. 
It was, said Lord Shawcross, ‘the 
duty of those who wish to ensure fair 
dealing and orderly markets to give all 
possible assistance in inquiries of this 









































A AEMBERSHIP of the New 
Zealand Society of Accountants 
has increased by nearly 2,000 over 
the past ten years to its present figure 
of 9,158, comprising 1,059 fellows 
and 8,099 associates. Despite an 
increase in subscription income of 
$NZ1,641 by comparison with the 
year to June 30th, 1971, other sources 
of income declined, and the revenue 
account for the year to June 3oth, 
_ 1972, showed a deficit of $NZ2,906 
_ compared with a previous year’s sur- 
-plus of $NZo,362. 

Members of the Society last year 
rejected proposals to introduce a 
university degree as the minimum 
entrance requirement, and a com- 
prehensive revue of the Society’s 
educational requirements is now in 
‘progress by its education committee. 
Meanwhile, the Society is continuing 
its ‘cross credit’ arrangement with the 
| universities of Auckland, Victoria, 
` Canterbury and Otago, under which 
_ holders of relevant degrees are granted 
corresponding exemptions from the 
_ Society’s examinations. In 1971, for 
the. first time, a similar cross credit 
-Was introduced in respect of the 
< “Bachelor of Agricultural Business 
-and Administration’ degree of Massey 











betrayed the elementary: ethical prin- 
ciples which forbid ‘insider’ dealings. 
It is a responsibility of good neighbour-. 
liness not to conceal behaviour of this 
kind and to help in suppressing it’. 
In appropriate cases, the Panel would 
in future consider publishing the 
names not only of those who were 
known to have been involved in 
insider dealings, but also of those, if 
there were any, ‘who prefer not to 
help in getting at the truth’. 


Inheritance Tax Opposed 
G Ong opposition to the concept 


of an inheritance tax as an alterna- 
tive to estate duty (Cmnd 4930, The 
Accountant, March 30th) has been 
expressed by the Country Landowners’ 
Association. Inheritance tax, it is 
alleged, would lead to fragmentation 





New Zealand Society's Year 


University, to candidates who com- 
pleted the degree in certain specified 
subjects. The Society has also under- 
taken a more vigorous recruitment 
policy under the theme of ‘Get Ahead 
~ Make Accountancy your Career’. 

During the period covered by the 
report, five cases of alleged unprofes- 
sional conduct were considered by 
the disciplinary committee of the 
Society, of which one charge was found 
not proven. Three members found 
guilty in various respects of unreason- 
able delay in attending to professional 
business were censured and ordered 
to pay costs; one member was cen- 
sured, ordered to pay a penalty of 
$100 and costs of a further $100, for 
discussing with the representative of a 
newspaper. the circumstances. of his 
dismissal by, and the business affairs 
of, his former employer. 

In their report, the Council recom- 
mend two long-serving members of 


‘the profession, Messrs Norman Basil 


Fippard, M.B.E., F.P.A.N.Z., of Hastings, 
and Wilfred George Watts, F.P.A.N.zZ., 
of Auckland, for life membership of 
the Society. Both members have ren- 
dered distinguished service to the 
profession and to their communities 
over a number of years. 





kind so as to expose those who have 








of family farms and- agricultural 
estates, and so militate against the 
most effective use of land. 

In a recent letter to the Chancellor 
of the Exchequer, the CLA con- 
tended. that, for any given yield, 
inheritance tax would bear more 
hardly on Jandowners than does the 
present estate duty. Family businesses 
and farms, it is pointed out, are 
usually left to one person — in the case 
of farms, most commonly a near 
relative; thus the proposed reductions 
for near relatives were unattractive, 
and the reduced rates would become, 
for practical purposes, the general 
rate. 

The CLA is also pressing for a 
major reduction in rates of estate 
duty, having regard to the effect of 
inflation, and for a simultaneous 
review of capita] gains tax The present 
scale of estate duty, it has been noted, 
is approximately three times the 
average over the whole of EEC; and 
as long as such a disparity existed, 
any talk of harmonization within. 
Europe of capital taxes on death would 
be completely unrealistic. 

If the present rate of inflation 
continued, the impact of estate duty 
and capital gains tax would have 
serious and damaging effects upon 
Britain’s agricultural economy. The 
CLA, which represents 40,000 mem- 
bers in England and Wales, favours 
‘urgent reduction in the scale of ` 
death duties, whatever the form of the 
legislation’. It sees ‘no point in 
introducing a more damaging tax 
[inheritance tax] a whole generation 
or more before it could possibly be 
necessary’. 


Infant Settlor 


Nos Court of Appeal has held that, 

although Miss Hayley Mills was 

capable of earning £40,000 in a single 

year as an actress, nevertheless, she 

was incapable of making a settlement, 

or even of forming the intention ‘to 

provide funds directly or indirectly 

for the purpose of the settlement’: 
within the meaning of section 411. 
(2) of the Income Tax Act 1952. 

Surtax assessments upon her in respect 

of dividends paid to the trustees of a ` 
settlement made principally in her 
favour were accordingly discharged. 

~ To arrive at this decision, the Court 
had to distinguish the case of Crossland 











o Hawkins. (40 ATC 126). In the 
Mills case, the Court of Appeal seems 
‘to have accepted that the whole 
arrangement: the setting up of a 
company, the contracting of Miss 
-Mills’s services to that company for 
exploitation, and the making of an 
ordinary settlement by her father 
with shares in the company as part 
of the settled fund, together con- 
stituted ‘a settlement’. In the Hawkins 
case, it had been conceded that Mr 
Hawkins had provided funds for the 
purpose of the arrangement by agree- 
ing to work for the company for a 
trivial sum. In the Mills case no such 
concession was made. However, there 
was a dissenting judgment in the Mills 
case and the Court gave the Crown 
leave to appeal to the House of Lords. 
In the meantime, it is interesting 
to read an observation by Lord 


Denning to the effect that if Miss Mills 
was bound to pay the surtax now 
claimed, then the whole of the 
arrangements would not be for her 
benefit in the least. It does seem to be 
the case, however, that the Revenue, 
who are seeking tax only on such part 
of the company’s profits as were dis- 
tributed in dividends, found the settle- 
ment in Miss Mills’s favour. In so far 
as the company accumulated profits 
and resisted any surtax apportion- 
ment, then those accumulated profits 
could probably reach settlement in a 
form which did not attract surtax. 
Furthermore, as regards Miss Mills’s 
intention or lack of it, Mr Justice 
Goulding in the High Court observed 
that she did not suggest that because 
of her infancy the document was 
void ab initio, nor that she had since 
repudiated her execution of it. 








OVERNMENT statisticians, the 
“NJ people who ask the questions on 
„many of the forms sent out to the 
public, are travelling around the 
-country this autumn with a display of 
the statistics that are produced from 
these inquiries. Their object is to 
_ show firms the statistical publications 
‘and services that are readily available 
to them for use in marketing and other 
business. activities. 
_ Among over 200 publications on 
display, will be the new Directory of 
Business Establishments. For the first 
time, the Government Statistical 
“Service is publishing lists of the 
_ names and addresses of firms classified 
be industry, who: have agreed to the 
release of these details. Overall, it 
provides about 80 per cent coverage 
of firms in production industries and 
-should prove a valuable new aid to 
_ marketing people. 
Information will be on hand about 
_ the special tabulations available from 
the 1971 census of population and 
` about the new system of industrial 
statistics which aims to provide busi- 
` mess users with regular quarterly sales 
~ figures for over 5,000 product groups. 
Samples of the tabulations that can 
be Leola by the Customs Statistical 


/hat’s the Form? 


Service for some 7,000 import/export 
headings will be on display as will 
data from various inquiries such as the 
Family Expenditure Survey, New 
Earnings Survey, National Food 
Survey and Survey of Personal In- 
comes. 

The Estimates Committee of the 
House of Commons recommended 
that steps should be taken to encourage 
the wider use of official statistics by 
industry and commerce; and the 
participation of the Government 
Statistical Service in this exhibition is 
part of a continuing programme 
designed in response to the Com- 
mittee’s recommendation. 

An illustrated guide, intended 
mainly to help government depart- 
ments to produce better designed 
and more easily understood forms and 
regulations, has recently been pub- 
lished. It should, like earlier editions, 
prove equally useful to all businesses 
and organizations interested in effici- 
ency and good public relations. 

The guide, Design of Forms in 
Government Departments (HMSO, £3) 
contains advice on all aspects of forms 
design including style, wording, lay- 
out and the use of colour; a full 
description of paper sizes, typography 


and printing processes; a chapter 
about forms used in connection with 
computers and a reference to the use 
of logical trees or algorithms. It al 
contains checklists and a useful bibli 


graphy. 


Aston Management 
Centre 


EVELOPMENT prospects _ for 
the newly-established Manag: 
ment Centre in the University ` 
Aston are bright, and the centre: 
expected ‘to grow to be one of d 
biggest business schools in t 
country. Mr Roy Close, hith 
Industrial Director of the National 
Economic Development Office, h 
accepted an invitation to become t 
first chairman and ex-officio Dean of 
the Management Centre. 
Establishment of the Centre, on 
October 1st, follows the decision t 
transfer the courses previously offers 
by the Birmingham Graduate Centre 
for Management Studies (The Ac- 
countant, July 6th). Its organization 
marks a departure from the traditional 
university faculty and department 
approach; believing that the successful 
teaching of management studies must 
be inter-disciplinary, the academic 
staff has been set up in six subieg 
groups, each with a professor in charge 
These subject groups, it is stated, will 
provide the academic expertise for 
teaching, research and consultancy 
activities ; responsibility for courses 
in the Centre is to rest with three 
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irectors of studies — in the respective 
areas of undergraduate studies, post- 
















graduate studies, and post-experience 
work and management research ~ who 
will have executive responsibility for 
co-ordinating courses, projects and 
other related activities. 

Speaking shortly after the formal 
inauguration of the new Centre, the 
Vice-Chancellor of the University of 
Aston, Dr J. A. Pope, said: ‘The 
‘Management Centre begins its life at 
a crucial time in the economic develop- 
ment of this country. We are poised 
for entry into the Common Market, 
ve are confronted by vast economic, 
labour and social problems. I believe 
that management in British industry 
needs a new understanding of its 
position in the total social and 


economic context. Business schools 


have an important role to play in 


" examining this situation.’ 


Friendly Societies 
in 1971 


T the end of 1971, there were. 
over 9,300 industrial and provi- 


dent societies with total: funds of 


£1,022 million. The total membership 


of all societies exceeded 14 million, 
according to the report of the Chief- 


Registrar of Friendly Societies, Part 3 
(HMSO, 54p). 

41g new societies registered 
during the year, 337 were housing 
societies; at the end of the year there 








were 3,452 ‘housing societies with 


total assets of £305 million. There 
were also on the register at the year 
end 3,463 social and recreational 
clubs and 1,603 societies connected 
with agriculture. 

On the trading side, the bulk of 
the business of industrial and provi- 


` dent societies is transacted by general 


retail societies, which trade and sell 


` much of their merchandise under the 
¿familiar ‘Co-Op’ symbol, and by the 
_ two. national wholesale societies, the 
Co-operative Wholesale Society Ltd 


and the Scottish Co-operative Whole- 
sale Society Ltd. The sales of the 
general retail societies increased in 
1971 by ca per cent to £1,170 
million; aggregate sales of the two 
wholesale societies were £618 million. 


















THIS IS MY LIFE 


Putting the 
Pressure on 


by An Industrious Accountant 


HE new chairman did a tour of the accounts depart- 
ment, He briefed himself first with a careful review of 
our organization chart and some searching questions 
about the proved or potential executive ability of several 
of my staff, then wended his way through the rooms one 
"be one, 

_ It was impossible to assess how much he really knew 
about our duties and functions; but the questions he asked 
were all to the point, and he received the answers with a 
ood-humoured appreciation that went down well with 
he inquisitees, so to speak. “How soon do you report the 
ay’s sales to management? Lunch-time the following day, 
eh? Jolly good!’ 

He had a couple of cups of coffee with my senior men 
nd continued the exercise. ‘What’s the time-span of out- 
standing debtors? What’s the bank lodgement time-table? 
_What’s the date-line for advising monthly costs to the board, 
actual. against budget? Quite good! I’ve known several 
companies who couldn’t match that average.’ His eyes 
twinkled and he smiled in friendly fashion; he was a 
change from his predecessor; he went down well, 

` In my office, after his trip, he congratulated me on the 
quality of efficiency so apparent in the department, then 
asked how I rated the punch-card section. 





Actually, the p/c section was my own particular pet for 
years, as I'd personally organized its establishment some 
twenty years ago. We were only the second company in 
town to install such a marvellous innovation and we won: 
considerable acclaim when the p/c people brought along 
visitors. Nevertheless, the tiniest of glints shone in the 
chairman’s eye and my sixth sense said ‘gang warily’. 

It was a glorified abacus, basically, I said; a means to 
an end, and must be judged accordingly. It produced what 
was wanted to time-table, very cheaply (indeed it was 
essentially written off) in maintenance and staffing. 

‘It’s obsolete, of course’, he remarked, so I countered 
with a holding operation. ‘Well, yes and no, of course; 
any alternative, and weve looked at several, must be 
justified on results vis-a-vis costs.’ 

He nodded thoughtfully. "UU want today’s sales and 
stocks on my desk first thing tomorrow morning, and in 
special cases I'll want them tonight,’ he said. ‘Next, each 
month’s costs tabulated by mid-day on the second working 
day of the next month, and several new check-point 
figures will be required. Can you do it?’ 

‘You want em, you'll get ’em,’ I told him, although I 
felt like the traditional Arab saying a sad farewell to his 
noble steed; ‘but DI want computerization and probably 
a three months’ transition stage, plus quite a bit of re- 
organization. Alright to go ahead on that basis?’ 

The tone of tough professional drive was meant to 
impress him, phoney though it sounded, but he just 
grinned. ‘You’d better head up a computer committee, 
with your likeliest deputy and a nominee from Scotty as a 
nucleus, to talk terms of reference next Monday. Draft 
out some basic principles and quotes in advance. Sorry for 
the short notice — but then it’s only another glorified 
abacus!’ 

Thus casually, ignoring.: all. but the end Neal he 
put our trusty old installation on the scrap heap... I 
wonder if he’ll deal with men likewise. 


vember 2nd, 1972 ` 
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The way ahead is 
easier than you think 


National Vulcan can dispense with the 
clutter of schedules and endorsements to 
present one policy—one document —which 
provides for the inspection and insurance of 
all types of plant. Administration is 
simplified. Individual Sums Insured and 
detailed plant schedules disappear, replaced 
by a simple location sum insured, based on 
‘any one accident’. The way ahead is easier 
than you think when you make the “best 
buy’ in terms of cover and cost from NV! 


National Vulcan go out of their way to help. 


St. Mary’s Parsonage, Manchester M60 9AP, Telephone: 061-834 8124 (PBX) di 


NATIONAL VULCAN ENGINEERING INSURANCE GROUP LTD wry 
(Ask for Alan Shackleton, Tom Lloyd or Varley Jackson) 








Abig bonus for your 


Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 

Asa result of the latest actuarial valuation, the 
vesting bonus is increased from £1 °% per annum to 
£2 % per annum of the basic pension. This means that 
in projecting the estimated total pension at pension 
age we can now add a total of 5% to the basic pension 
for each year up to pension age im bonus of 3% 
per annum plus vesting bonus of 2% per annum). The 
interim bonus also continues to be added after the 
pension has commenced. 


Amount of pension (to nearest £} for men retiring at 65 

paying a premium of £100 a year from different ages of 

entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2% per annum. 





Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 


Cash option at 


Pension at 65 ‘ 
pension age 





Total 
Guaranteed) Pansion at 
Age naxt] Basic | 65 with | Atage 70 | Ar age 75 
birthday | Pension | estimated 
bonus 


Adjusted 

Tax-Free Total 
Cash Sum 1 Pension 
at age 65 





D 
1325 
1023 

780 

585 

435 

410 

385 
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if you select age 65 as your retirement age then the figure shown in column 7 is 
the pension which will commence-on your 65th birthday, Columns 4 and 5 show 
the effect of bonus additions after your pension has commenced. The figures in 
"ge final.2 columns show the tax-free lump sum and revised commencing pension 
St present tates, H vg choose to commute part of your normal pension for cash. 


self-employedc 


- ‘TimeAssurance double the vesting bonus on their 
Personal Pension Bonds. 





ients! 





Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life, 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service. 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 


all ages. 
KEE 


j T0: TIME ASSURANCE SOCIETY 
l oe Moorgate, London, EC2. Tel. 01-628 7546/7. 


Manchester Office: 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299/061-624 9955. 


Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-225 7799. 


Please register me/us as Agent(s) of Time Assurance Society. 
and send a supply of Pension Bond literature, 


TA/NOV 2 
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Company and Comme 


-Law in Europe 


(by CLIVE SCHMITTHOFF, LL.D. 


-One of the unique features of British company law which indicates its advanced and 
progressive mentality is that it accords the company secretary a statutory position. 

_ It is provided in the Companies Act 1948 (section 177) that every company, public 
“or private, large or small, must have a secretary. No other company law in Europe 






~ does so. 


"HE company secretary is, in the words of Lord Salmon, 
‘the chief administrative officer of the company’ (Panorama 
Developments v, Fidelis [1971] 2 QB, and The Accountant, 
., June 17th, 1971). It is his duty to see that the affairs of the 
_ company are run in accordance with the law. And by ‘law’ is 
understood not only company law and the law of taxation but 
“also the general law of the country. In the conception of the 
“Companies Acts, the statutory function of the company secre- 
¿fary is to act as the legal watchdog of the company. 
“On January 2and, the United Kingdom signed the Treaty 
"of ‘Accession to the European Communities. The European 
» Communities Act 1972, received the Royal Assent on October 
.x7th, and the United Kingdom will be a member of the 
enlarged European Communities on January st, 1973. This will 
be a momentous event in the history of this country, of com- 
parable significance to the Act of Union of England and Scotland. 
There should be no misunderstanding about the significance 
of this event. The economic integration which is the preliminary 
aim of the European Economic Communities is only the first 
step to the foundation of a new political unit, whether it will be 
«called the United States of Europe or have a different name. 
The United Kingdom will be a constituent part of this new 
federation which is being built in Europe at present. If the 
company secretary is the statutory legal watchdog of the com- 
pany, it is his duty to acquaint himself with the new legal situa- 
` tion which will arise in consequence of the accession of the 
‘United Kingdom to the European Communities. 
It should be noted that there will in future be a fundamental 
change in the character of our law. So far the legal system of the 
_ United Kingdom has been a unitary system of law. We had to 
` Joob only for one source of law: Acts of Parliament and dele- 
= gated legislation made thereunder, and the common law of 
England or Scotland, as the case may be, and the differences 
between English law and Scottish law. were not very great, they 
were differences of affinity rather than of kind. After the 
accession to the European Communities, English law will lose 
its unitary character, and will become a federal system of law. 
= The English lawyer, and the company secretary with him, 
will in future have to look at two sources of law, namely, at 
~ English law and at Communities law which will form part of 


¿“uthe law of the country whether it has direct force in the UK asa 


regulation issued by the Council or Commission of the EEC or 
whether it is given effect by a statutory instrument made by a 
_ Minister in compliance with a directive of the Communities 





"The substance of a paper delivered to this year’s conference of the 

Institute of Chartered Secretaries and Administrators. The author 
>is Visiting Professor of International Business Law at the City 
` University, and at the University of Kent. 





























cial 


authorities. In short, the task which confronts the company 
secretary in future is to keep an eye on two systems of l 
which will both be in force in this country, our municipal law 
and Communities law. : 

This is not an impossible task. Business lawyers in the Ur 
States, Canada, Australia and the original member states of 
EEC have done it all the time. We in this country shall now hay 
to learn the same. 


Roman ancestry 


Secondly, it is well known that English law and the legal syst 
of our continental partners in the European Communities b 
to different legal families, we to the family of the common Io 
which was developed by the judges originally sitting at Wes 
minster Hall, they to the family of the civil law which drew it 
inspiration from Justinian’s code, the codex juris civilis, of ap 529. 
Considerable differences in modern legal attitudes have their 
explanation in these historical roots. 
Every modern system of law consists of an amalgam o 
enactments, delegated legislation and principles evolved by the 
courts in their judgments. In all continental countries of the 
Communities the basis of the law is a general codification. I 
aim is to state the leading principles of the law as a logical an 
comprehensive system, influenced to a considerable extent. b 
the views expressed by eminent law professors. The basis o 
English law, on the other hand, is the unwritten common law, 
evolved by legal practitioners in a pragmatic manner fron 
cases which happen to be taken to Court. ; 
The great model of continental codification. were the. fiv 
French codes created by Napoleon I between 1804 and 1811 :-thi 
civil code, the commercial code, the criminal code, the code of 
civil procedure and the code of criminal procedure. T 
continental lawyer, when faced with a legal problem, will tr 
to deduce the solution from an abstract principle laid down i 
his code or another enactment. The English lawyer will first ask. 
himself whether there is a precedent, and if he finds one will try 
to persuade the Court to follow it or to distinguish it. S 
The UK and other member states of the enlarged European. 
Communities are all developed industrial countries sharing th 
same basic beliefs in economics and politics. Since the livin 
law is an instrument of social engineering, conditioned by th 
prevailing economic and political order of a country, it-is no 
surprising that the solutions which the commercial laws of th 
continental Communities countries offer in day-to-day disputes 
appear often to be similar to those offered by English law. 
However, appearances are deceptive and we should not b 
misled by superficial similarity. 
Thus, the concept of the agent in English law does. not 









correspond to that in continental commercial law, and the 
‘concept of misrepresentation: in. English law is. different from 
culpa in contrahendo in continental law, although they both deal 
h a similar economic situation. Further, although all com- 
mercial laws admit a claim in damages for breach of contract, 
ontinental law makes this claim, on principle, dependent on 
fault by the contract-breaker, whilst in English law such a claim 
is admitted though the contract was broken without fault. 
















































Mercantile custom 


Originally commercial law was international in character. The 
aw merchant consisted of the customs of cosmopolitan mer- 
chants, and these were the same wherever applied. The first 
ternational period of commercial law gave us such important 
ommercial institutions as the bill of exchange, the bill of lading 
and charterparty and, most important of all, the commercial 
rporation with limited liability of its members. 

` ` ‘When national states came into existence in Europe at the 
end of the Middle Ages, the international customs of the 
merchants were incorporated into the various national systems 
f European law. Originally, the English courts applied com- 
‘mercial law only to merchants engaged in foreign trade but 
‘gradually their attitude changed and the rules of commercial 
‘law began to be applied to all persons engaged in commercial 
ransactions. The integration of commercial customs into the 
eneral system of English law was completed by Lord Mansfield, 
Chief Justice from 1756 to 1788. 

It was a necessity for Great Britain in the age of mercantilism 
o absorb the customs of the merchants wholeheartedly in her 
law. She could never have achieved her commercial and in- 
dustrial ascendancy in the 18th and 19th centuries if she had 
ailed to do so. 








ontinental commercial law 


“Incorporation of the international customs of merchants into 
uropean legal systems was carried out in a manner and for a 
yurpose different from those applying to England. The original 
European conception is that the merchant or businessman is a 
“member of a distinct class of society and that the law governing 
‘him and his transactions must be regarded as a special law of 
hat class. Consequently the definition of the merchant, the 
‘ommercant or Kaufmann, is of particular importance in those 
egal systems. 
` Continental laws are not in agreement on the definition of a 
merchant. In French law, the central concept is that of an 
acte de commerce, a commercial transaction, and every person 
“who carries out an acte de commerce is a commerçant. Actes de 
commerce include the purchase of goods for resale and hiring 
out; all banking, brokerage and discounting operations; carriage 
be sea, air and land; all types of insurance, except mutual 
insurance; bills of exchange; mining and public entertainment. 

German commercial law adopts the subjective method, dis- 
inguishing between three types of Kaufmann. Some are 
automatically ‘merchants’ by virtue of the business they carry on 
(Musskaufleute); a person falling into this category is a merchant 
even if not entered in the commercial register but he is under an 
‘obligation to register and. will be fined if he fails ro do so. The 
écond category of merchants in German law embraces. those 
ot falling into the first category whose business is organized 
ccording to commercial principles, particularly as far as book- 
eeping and accounting is concerned; they are obliged, subject 
‘toa penalty, to register in the commercial register and become 
‘merchants only when registered (Sollkaufleute). The third 
category of merchants includes those who may register in their 
iscretion (Kannkaufleute), particularly agricultural and forestry 
nterprises. - i 

In all continental legal systems a company is automatically a 








merchant. If a person qualifies as merchant, a number of pro- 
visions apply to him which do not apply to other persons.’ 
In French law a commerçant is obliged.to keep proper books of 
aceount and file certain particulars with the commercial registrar. 
Further, in case of litigation concerning an acte de commerce, 
the- commercial court, and not the civil court, has jurisdiction. 
This is of great importance because the French commercial 
court is composed exclusively of unpaid lay judges taken from 
the business community, and the rules of evidence are greatly 
relaxed in that court. In Germany the commercial court 
consists of a professional judge, assisted by two lay judges who 
are businessmen. 

Another important feature of continental commercial law 
is the commercial register. On principle all persons and bodies 
having the status of merchant must be registered in the com- 
mercial register. It gives all important particulars relating to 
these persons and bodies, is open to inspection by the public and 
all entries and changes must be published in the official Gazette. 
Great importance is attached on the Continent to the publicity 
provided by the commercial register. 


Significance of registration 


The commercial registers of the continental countries are 
different from the various registers in use in the UK, such as 
the register of companies and the register of business names. 
The continental registers are general in character. The French 
registre du commerce of a particular court district contains, on 
principle, the names of all commerçants, including companies, 
in that district. Each has a registration number preceded by a 
letter. The letter A refers to the physical persons, and the 
letter B to legal persons. The German Handelsregister is likewise 
of general character. 

The regulation of the commercial register on the Continent 
is by no means uniform. The oldest tradition of these registers 
exists in Germany where they were developed from the guild 
rolls of the medieval cities, and the German form of commercial 
register has served as a model in other continental countries. In 
Germany the commercial register is kept by the local county 
court and the registrar is a judge of that court. In France, 
where the registre du commerce was introduced only in 1919, 
there exist two commercial registers, a local and a central 
register. The local register is kept by the local commercial 
tribunal but it is in charge of a clerk (greffier), and not a judge, 
who (unlike the German keeper of the register) does not examine 
the entries but simply records them. The French national central 
register (registre national centralisé) is kept by the Institut 
national de la proprieté industrielle in Paris. 

The publicity effect of registration in the commercial register 
is of great importance, as far as third parties are concerned. 
German law admits both a negative and. a positive publicity 
effect: not only can a company or other registered merchant 
not rely, as against third parties, on a fact which ought to have 
been but was not registered, but also, if a fact has been registered. 
and published, a third party is normally treated as having 
constructive notice of it. This regulation, it should be noted, is 
rather unfavourable to third parties. ` 

In France, the negative effect exists but the positive effect 
is not admitted. In other words, a fact that ought to be registered 
and published cannot be pleaded against a third party but the 
doctrine of constructive notice is not admitted. The third party 
thus enjoys greater protection in France than in Germany. 

-The provisions of the first directive of the Council of the 
EEC on Company Law Harmonisation of March ob, 1968, 
follow the French rather than the German pattern; for that 
reason the UK is to abolish the remnants of constructive 
notice, as far as the powers of the company and of the: 
directors are concerned, by clause o of the European Com. 
munities. Act. ee eee 








The Communities authorities take the view that a far-reaching 
harmonisation of commercial law is necessary in order to 


achieve the aims of the Communities, Although it is still early. 
in the development of the EEC, the lines on which the commer- 


cial laws. of the Communities countries will be affected 
“already clearly discernible. 


«First, the Communities are not likely to expend much time 
and effort on the definition of the status of a trader or merchant; - 


the distinction between persons who are living under the 
general law of the country and others who live under a separate 
code appears to be antiquated and out of tune with modern 
times. It is probable that the Communities, when legislating 
on commercial matters, will not make their regulation dependent 
on the personal status of the persons concerned. 
On the other hand, it is already evident that Community law 
will attach great importance to the publicity offered by the 
commercial register, particularly as far as relating to companies. 
‘Itis likely that the Communities will require effective protection 
of third parties contracting with companies and others registered 
in the commercial register and will not admit the doctrine of 
constructive notice. I consider it as probable that the require- 
ments for the commercial register, as far as relating to companies, 
will be harmonised in all the Communities countries and will 
become uniform, although the administration and detailed 
regulation of the law relating to these registers will remain 
: within the province of national laws. 

The harmonization of law within the Communities will 
affect four areas of commercial law: the law of companies and 
investors’ protection; the law of creditors’ protection in financial 
transactions and cases of insolvency; the law of consumer 
protection including the sale of goods from one member state 
to another; and, fourthly, mutual recognition and enforcement 
of national judgments and arbitral awards throughout the 
Communities territory. 

The most important area of harmonization of commercial 
law in the Communities is company law. Without such har- 
monization and indeed a far-reaching unification, the prelimi- 
nary goal of the Communities to create a single market in 
Europe cannot be achieved. Company law will be the first 
branch of law which will emerge as a truly European law. When 
it becomes possible for companies in the EEC to transfer their 
registered offices from one Communities country to another, as 
the Treaty of Rome demands, there would be a stampede of 
companies to the country with the most lenient company law 
if there were no essential uniformity of companies regulation 
in the Communities. 


Assimilation of company law 


The assimilation of company law in Europe will proceed 
on three lines. First, there will be a progressive number of 
Council Directives under article 54 (3) (g) of the Treaty of 
Rome. The first directive of March oh, 1968, which mainly 
covers questions of capacity of the company and its directors 
and of publicity, is already law. The drafts of others have been 
published, the second on the formation of the company and the 
maintenance of its capital, of March 5th, 1970; the third on 
internal mergers of June 12th, 1970; and the fourth on accounts 
of the company of November 1oth, 1971 (The Accountant, 
November 18th and December gth, 1971). More are in prepara- 
tion; thus, the fifth draft directive on the structure of companies 
owas published on September 27th, 1972. 
~The second line of assimilation is by regulation under 
. article 235; supra-national company structures will be created 
` such as the proposed European company. Thirdly, there will be 
` conventions under article 220. There exists already a convention 
for the mutual recognition of companies and corporations of 
February 29th, 1968, which has not come into operation yet. 


are ` S 
In the field. of consumer protection and sale of goods, it sho 


: be unified within a short time. All countries of the Communit 









cepted by the UK, it would not lead to a major altera 
company law as we have always recognized. overseas 
nies duly constituted in foreign countries, without t 
equirement of reciprocity. 












































Consumer protection 


be noted that the law of inter-Communities sales will virtual. 


will soon have given effect to the two Hague Conventions o 
1964 on the Uniform Laws of International Sales. The Conven 
tions are already ratified by Belgium, the Netherlands, Ita 
San. Marino, Israel and the UK, and their ratification. b 
France and Germany may be expected shortly. In the LU 
the Government has put into operation the Uniform Law: 
International Sales Act 1967 with effect from August 18 
1972. : 
The creation of a common market on consumer goods v 
require a considerable degree of conformity in the law of co: 
sumer protection. On the shelves of British shops and sup 
markets continental goods are displayed, and vice versa; ` 
growing extent of this exchange indicates to the housewife tha 
the common market is no empty phrase. 

Surely we need common standards of labelling, of the 1 
of additives in foodstuffs and of similar administrative regula 
tions. The development of the Common Market in cars a 
durable consumer goods must lead to a harmonization of the lega 
rules relating to products liability, compulsory motor insurance: 
and exclusion of legal liability in consumer sales. 

Apart from the areas of commercial law which I have ex. 
amined here, there are many other areas in which Communitie 
law will materially affect the planning and conduct of commerce 
transactions in this country and Europe. The Communities | 
on competition will in course of time become more import 
for British companies than the UK regulation of monopolies 
and restrictive trade practices. There will be a progressivi 
unification of the tax systems of the member states of th 
Communities, including corporation tax. 

The sketch of the future development of the commercial Ja 
of the UK and continental Europe which I have drawn admits. 
I think, of three conclusions: 

First, the aims and purposes of the European Communiti 
make it necessary to harmonize and unify great sections of 
commercial law. Without such an approximation of law a 
Common Market cannot be established. The first truly Europea: 
law which will emerge will be company law, but other branche 
of commercial law will require synchronization. It is possible, 
and in my view probable, that in the end, after many years, a 
uniform commercial code of Europe will emerge, similar i 
character to the great code of the United States. fe 

Secondly, no intention exists to unify the whole law o 
Europe. The greatness of Europe is in the diversity of culture 
of her nations. The establishment of a unified Europe does not. 
mean a bulldozing of her nations into an egalitarian state; on the 
contrary, it must preserve the richness of heritage and tradition. 
of the member states of the Communities. As far as the law is: 
concerned, this means the retention of the essential fabric of the 
common law in England and the civil law in the countries of 
continental Europe. ee 

Thirdly, I hope I have made it clear that the approximation o 
commercial law in the European Communities does not mea 
that only we in this country have to learn from our partners 
There must be a give and take. Our partners can learn from o 
as we can learn from them. In many fields the liberalism an 
humanity of English law and its practical approach to the affair 
of men is in advance of continental European thought. It x 
clear to every student of comparative law that we have a 
contribution to make.. 


ct 











Financial Results 


by F. E. BLEASDALE, F.C.C.A. 
“Treasurer, Esso Petroleum Co Ltd 








the purchasing power of money. 


O say that the British accountancy profession is in a state of 
turmoil would be an exaggeration, but there is a growing 
` awareness within the profession that something must be done 
to allay the criticisms to which it has recently been exposed. 
"` Public concern was heightened by the revelation that, following 
the GEC/AEI takeover, a forecast profit of £10 million could 
become a loss of £4°5 million mainly due to ‘adjustments which 
remain substantially matters of judgement’. In the subsequent 
case of Pergamon Press Ltd’s 1969 accounts, adjustments 
arising mainly in valuations of stocks and debtors and a different 
interpretation of transactions with associated, companies caused 
a firm of accountants to revise a company’s profits from 
£2,104,000 to £495,000. The company’s auditors reacted by 
tating that the adjustments were made with the benefit of 
indsight or as a result of transactions entered into or com- 
pleted after the accounts had been despatched to shareholders. 
In a letter to The Times on September 22nd, 1969, the then 
President of The Institute of Chartered Accountants in England 
and Wales commented: 
: “The root of the problem lies in the fact that the assessment 
of profit of a going concern for so short a period as 12 months 
is usually not a simple matter of objective recording and calcu- 
lation: it calls largely for commercial judgement in evaluating 
the outcome of transactions not yet completed.’ 


. By 1970 the UK was feeling the full effects of a rigorous 
` Credit squeeze imposed largely on the private sector, the 
_ operation of a prices and incomes policy and a rate of inflation 
_ Substantially greater than had previously been experienced; 
_ the retail price index rose by 6-4 per cent in 1970, compared 
` with an average of 3-8 per cent in the 1960s. Company profits 
__ were adversely affected, cash flows were insufficient to meet the 
_ continuing demands for capital investment programmes, 
opportunities to raise additional credit were limited, and when 
_ it could be raised it was expensive. Profits were depressed in 
` Money terms and compared unfavourably with those of previous 
_ years ~ and even more unfavourably when account was taken of 
` Inflation and of additional capital employed. In these cir- 
` cumstances, it is not surprising that company accounts con- 
2 EA to be presented showing profits ascertained on traditional 
_olines. 
` The controversies indicated above added point to a general 
` realization that existing accounting practices could lead to 
_ different results being shown by different managements, while 
the pressures referred to in the previous paragraph were 
_ Tesponsible for a tendency of certain companies to appear to 
_ change their method of accounting in order to show the results 
they wanted to reveal. If public concern was to be allayed and 
` legislation creating a kind of Securities and Exchange Commis- 

























The Ascertainment of Periodic 


The substance of a paper prepared for the Tenth International Congress of 

Accountants. Mr Bleasdale is a member of The Accounting Standards working party 
f The Association of Certified Accountants, and of the sub-committee appointed by 
the Accounting Standards Steering Committee to consider accounting for changes in 
















sion was to be avoided, it was necessary for the accountancy: 
profession to take the lead. 

It was against this background that the English Institute 
provided guidelines for profit forecasts and, in association with 
the Scottish and Irish Institutes, embarked upon the prepara- 
tion of statements of standard accounting practice covering 
twenty different, although often inter-related, topics. The 
programme should result in more definitive standards being 
applied in British accounting practice and to the projection of 
a better image of the profession. 


Accounting policies 


By April 1971 one standard had been adopted -~ SSAP 1, 
‘Accounting for the results of associated companies ~ and three 
exposure drafts published. The exposure draft ED2 on the 
disclosure of accounting policies [established as a definite 
standard in November 1971] aimed to improve the quality 
of financial accounts by establishing as standard practice the 
disclosure in accounts of clear explanations of the accounting 
policies followed in so far as they are significant for the purpose 
of giving a true and fair view. It represented a progressive step 
in the development of accounting thought in the UK in its 
attempt to define: 


Fundamental accounting concepts as the broad basic assump- 
tions which underlie the periodic financial accounts of business 
enterprises, At the present time financial accounts are presumed 
to be based on the following fundamental concepts unless 
stated otherwise: 


(a) the ‘going concern’ concept; 

(b) the ‘accruals’ concept; revenues and costs are accrued and 
matched with one another, provided generally that where 
the accruals concept is inconsistent with the ‘prudence’ 
concept (paragraph (d) below) the latter prevails; 

(c) the ‘consistency’ concept; 


(d) the concept of ‘prudence’; revenue and profits are not 
anticipated, but are recognized only when ‘realized’, 
while provision (estimated if necessary) is made for all 
known liabilities and losses; ; 


Accounting bases as the methods developed for applying 
fundamental accounting concepts. = 
Accounting policies as the specific accounting bases selected 
and followed by a business enterprise which are, in the opinion 
of the directors, appropriate to its circumstances and best 
suited to present fairly its results and financial position. 
While fundamental accounting concepts provide useful 
guidelines they do not diminish the number of matters’ in 
which commercial judgement has to be applied in relation to 






ture events of uncertain financial effe 
counting bases best suited to presenting fairly the com- 







will become the company’s accounting policies. 
The Companies Acts provide that every balance sheet of a 
: company shall give a true and fair view of the state of affairs 
-< of the company as at the end of a financial year, and every 
profit and loss account of a company shall give a true and fair 
view of the profit or loss of the company for the financial year. 
- However, the accounting methods adopted to satisfy this need 
` are probably always likely to be a subject of both controversy 
and discussion. 
The Department of Inland Revenue has an acute interest in 
the ascertainment of periodic financial results since it is the 
annual profits which are subjected to tax. The Income Tax 
cts contain very little guidance as to how this amount is to be 
“ascertained, but it has been judicially decided that the profits 
or gains must be arrived at according to the ordinary principles 
of commercial accounting, except where these conflict with an 
express provision of the Acts (Absalom v. Talbot, 23 ATC 137). 
Accounts prepared by UK companies tend to be historical 

in approach and an attempt at an objective statement of the 
results of the previous year’s operations. It is unfortunate that 
those not conversant with accounting may accept a company’s 
balance sheet as a statement of its current worth, and perhaps 
this is not surprising when the auditor is required to report that 

“the balance sheet represents a true and fair view of a company’s 
~~ state of affairs. The historical approach is not consistent with 
the needs of many users of accounting information who are 
concerned mainly with the company’s future prospects rather 
than its past achievements. 




















Changing value of money 


Among British companies there is a growing awareness that, 
in an inflationary era, profits of a continuing business are being 
overstated. If, after payment of dividends, insufficient funds are 
„retained in the business to provide for the replacement value 
` of inventories and fixed assets the capital structure of the 
business will be eroded, causing an incipient cash flow problem. 
Companies and their shareholders must be concerned with 
the real, rather than the nominal value of their assets and income. 
Although there are a number of possible approaches to this 
problem their needs could be met substantially if the following 
changes in historic cost accounting practices were adopted: 


(1) Regular revaluation of fixed assets with depreciation being 
provided by reference to replacement values of the par- 
ticular types of assets in the business. 


(2) All costs to be shown in the profit and loss account at 
replacement values, regardless of the price actually paid. 


(3) Increases in the value of inventories arising from the 
changed price level to be treated as a cost. 


These changes would require the creation of a revaluation 
reserve, which would, of course, be reduced if the price level 
` declined. 
Because management would be able to focus on the real costs 
being incurred in the business, they could be expected to pursue 
< more appropriate pricing policies. A change to revaluation 
` accounting would also have the effect in a period of inflation of 
‘increasing the value of assets and reducing profits. 

_. “The measurement of profits to be retained is a key decision 
for a continuing business and it seems desirable that this should 
be done explicably rather than by intuition. By adopting re- 

‘valuation accounting universally the accountancy profession 

/ might inspire national tax authorities to use this method for the 
ascertainment of taxable profits, thus taking away the capital 
‘levy element in taxation. 


. A company will adopt 


— “pany 7s results and financial position and these; once adopted, | 


he Philips zation of Hol ave demonst! 
gers of historic cost accounting, as shown by the follow 
res which represent earnings shown in guilders per or 













Revaluation 








adjustment 
(fixed assets and Conventional 
e As reported inventories) accounting 
- 1969 4°09 obir 4°70 
1970 3°29 0°94 4°23 






At December 31st, 1970, the Financial Times 500 share ind 
of UK companies showed dividends covered 1-54 (mes b 
earnings. If it is assumed that the constituent companies 0 
historic cost accounting and suffered from inflation to the sai 
extent as Philips, the average dividend cover allowing for th 
change in the price level would have been only 1°54 x oe = 
times. It seems likely that dividends were declared by n 
companies in excess of their real earnings in 1970. Even if 
business world is not yet conditioned to such thinking, thi 
compulsory publication of some form of memorandum financiz 
accounts as a supplement to those prepared on convention 
lines would be beneficial to the investment community @ 
have an electrifying effect on some managements. 





























Work in progress 


Inflation has made it increasingly difficult to ascertain the ext 
to which profits on long-term contracts should be brought in 
the accounts. From current UK practice? it is possible t 
unciate certain principles: 


(1) For contracts negotiated on a cost=plus basis or wi 
escalation clauses protect the business against most fi 
upward movements of costs, some profits on lon; 
contracts might be anticipated. SE 

(2) A detailed investigation of each contract is desirable bef 
such a step is taken in order to be reasonably satisfied 
the goods are likely to be delivered to specification and 
time. A 

(3) Great care should be taken with projects involving ne 
technology. 

(4) It should be checked that all necessary insurances are bein 
maintained. ` 

(5) Provision should be made for the full amount of ang ¢x- 
pected losses. 

(6) Profits should be taken on a rising trend as the contra 
nears completion, i.e., as it becomes more certain that thi 
contract will be profitable. S 


Although it is customary to value inventories at the lower 
cost or market value this continues to be one of the main are 
in which subjective judgements will influence the level of th 
reported profits of a business. A decision will be required ast 
whether stocks should be valued individually, in small or large 
groups, or globally. Whichever method is adopted, 
is expected that it will be applied consistently and there is. 
statutory requirement to disclose a change in the basis 
accounting where any item in the profit and loss account. 
materially affected by the change. The slower the rate of st 
turn, the greater will be the impact of a change in valuati 
method. e 

The cost of identifiable raw materials is relatively. easy t 
determine; but from the point those materials enter into tl 
manufacturing processes and indeed until they are sold, th 





See 
1 The passage which follows was written before publication of E 

Accounting for Stock and Work in Progress’ (The Accountant, Ma 
18th). 




































cumstances a proportion of overheads. There is a danger in 
allocating overheads by reference to the level of output since, 
for example, a 20 per cent reduction in output would cause the 
overhead allocation to rise by 25 per cent. 

However the cost of stocks might be measured, it is still 
ecessary to see whether the market value is lower. For com- 
modities and other unprocessed materials one might accept 
replacement cost as being equivalent to market value. The market 
value of stocks of manufactured goods will be computed by 
deducting selling expenses from the selling prices ruling at the 
accounting date. 

. "The practice of adopting market value when this is lower than 
cost ensures that the expected loss of a particular line of stock 
is taken in the year in which the stock’s value has declined. 
While having no doubt that this represented good conservative 
countancy, Lord Reid thought it was quite illogical thus 
emonstrating a gulf in thinking between the legal and ac- 
untancy professions (Duple Motor Bodies v. Ostime, 40 ATC 
1). By using market value when lower than cost the ac- 
countant is effectively adopting revaluation accounting on an 
_ad hoc basis — a course which might be criticized by those who 
expect consistency in accounting practice. 


_ Investment incentives 


The UK accountancy profession has acquired considerable 
experience in accounting for investment incentives since, over 
the last 25 years, the fiscal system has been used to stimulate 
investment in plant and industrial buildings, The effect of 
investment allowances of up to 40 per cent of the cost of some 
ssets was reflected in a reduced tax charge in the accounts of 
he year in which investment was incurred. Accelerated tax 
epreciation, on the other hand, has been spread over the life 
‘the asset by making transfers to a deferred taxation account. 
Where the UK experience is probably unique is in relation 
o investment grants. For a variety of reasons? the Industrial 
Development Act 1966 provided for the payment of government 
grants in respect. of capital expenditures on all new assets that 
were eligible. Grants were paid at rates of 20 to 45 per cent 
epending on the kind of investment, its location and the 
yovernment’s assessment of the need for incentives; tax reliefs 
ay way of capital allowances were limited to the net expendi- 
tures after deduction of the grants. Although grants are still 
tained in special circumstances, a change of government in 
yo marked the end of the Act and a return to incentives 
through the tax system. 

Because of the scale of grant payments (£587 million in 
g69~70) there was much controversy over the correct ac- 
counting treatment. Four of the methods used are discussed 
yelow: 

T) Asset values not reduced 


(i) Immediate credit to profit and loss account 
This method would be consistent with that adopted for 
tax investment allowances, the benefit of which was always 
reflected in the year in which expenditure was incurred. 
Although criticized mainly because it involved treating 
a capital receipt as a revenue item and distorted the profits 
available for distribution, retrospective judgement might be 
more favourable. 

. Gi) Deferred credit 

The intention was to spread the credit to the profit and loss 

accounts of the years during which an asset was being 

depreciated, ideally keeping each year’s credit. in pro- 

portion to the depreciation charged. This method, which 

countered some of the criticisms noted in the previous 

paragraph, was adopted by 24 per cent of companies 


3 Tnvestment Incentives, Cmnd 2847 (HMSO). 


whose accounts were included in the English Institute's 
Survey of Published Accounts, 1969-70 [The Accountant, 
February 4th, r971]. 
(iti) Capttal reserve 
The Institute of Chartered Accountants of Scotland 
preferred this course because, inter alia, it allowed asset 
values to be stated on a consistent basis unaffected by 
changes of government policy and avoided distorting the 
depreciation charge. 


The above approaches have some common features: 


(a) Assets appear in the balance sheet at first cost less de- 
pteciation. 


(b) The amount of grant to be dealt with is reduced by a 
transfer to deferred taxation account, since tax capital 
allowances are limited to the net expenditure after deducting 
grants. 


(c) Capital employed is more correctly stated in the balance 
sheet. 

(d) Depreciation will be provided on the gross expenditure. 

(e) There will be a good conformity of the accounts, and 
particularly of the balance sheet, of the year affected by 
investment grants with those of previous and subsequent 
periods. 





(2) Deduction from asset value 


The recommendation of the English Institute was adopted by 
62 per cent of major British companies surveyed. It was argued 
that this treatment was appropriate because the grants rep- 
resented a reimbursement of part of the cost of asset acquired, 
and because deduction from the asset cost was consistent with 
the practice for tax purposes. Under this method, the benefit 
to profit and loss account was spread over several years through 
lower depreciation charges. The Institute recognized that the 
presentation of a true and fair view would not necessarily be 
impaired by the use of other methods, providing there was 
adequate disclosure and consistency of treatment. In practice 
the deferred credit approach discussed above had the same 
effect in relation to each year’s profits. 

From the viewpoint of a company’s management there could 
be a potentially dangerous tendency under method 2 to limit 
the depreciation to be recovered in the price of manufactures to 
amounts which will be lower than those under 1 above. The 
Review Board for Government Contracts observed in 1970 
that there was no indication that the introduction of investment 
grants was intended to cause companies to reduce prices in the 
short term, and that the grants should not operate to reduce 
contract prices. Quite emphatically, the Board stated that 
investment grants should not be deducted from fixed assets 
for the purposes of calculating depreciation charges and capital 
employed. It is arguable that the reasoning underlying the 
adoption of method 2 attaches too great an importance to the 
form rather than the substance of the grant payments, which 
effectively redistributed the Government’s taxation revenues. 

Following the repeal of the investment grants legislation, a 
case can be made for the general adoption of the capital reserve 
approach referred to at 1 (iii) above. By so doing, companies 
using method 2 would restore depreciation charges to a proper 
level, while comparisons of the profits of years affected by the 
grant legislation with those of other years would be facilitated. 
The enlargement of the cash flow from the consequential 
increase in future depreciation provisions would contribute 
usefully to the financing of inflated replacement values. Such a 
change in the accounting method should desirably lead to the 
adjustment of the profit figures of earlier years which are 
presented to shareholders for comparative purposes. 


Leases 


In recent years the combination of high tax rates on company 
profits and tight credit conditions have led to the development 
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of new forms of leasing transactions. As an example, consider 
equipment with a ten-year life which could be purchased for 
{100 with a loan at ro per cent, but which it is decided to lease 
at £40 per annum for three years with nominal annual payments 
subsequently. Making certain assumptions? the impact on the 
lessee company’s reported profits of the two methods of 
acquiring the equipment is shown below: _ 




















"Purchase Year t Year 2 Year 3 Year 4 
ER a dae er aa 
Depreciation .. vin DEE 10 10 10 
Interest (loan repaid over 
¿o three years) .. e JO ` Gë 33 — 
“Tax. reliefs for capital Fan 
= vallowances and interest (i2) (9) (65) (4) 
Net charge against profits £8 £76 {£68 £6 
< Leasing E 
Rent 40 40 40 — 
Tax relief (16) (16) (16) —— 
Net charge against profits £24 £24 £24 — 
‘Difference in reported £(16) £(16:4) £(17°2) £6 





The difference in profits is unquestionably very significant 
in relation to the value of the equipment, and the example 
‘could be extended to show the marked distortions which would 


8. Corporation tax 40 per cent, capital allowances 20 per cent on de- 
clining balance; tax equalization ignored. 


also occur in the balance sheet. Even where a lease of the ab: 
kind has all the attributes of a financing arrangement, Brit 
accounting practice has been to resist making the adjustmen’ 
for leases which are necessary to present the position realisticall 

It might be argued that in very few cases would the seal 
of transactions justify capitalization of the lease rents. On tl 
other hand, suppliers of goods and services to a compa! 
should be able to rely on a company’s balance sheet when asses 
ing its credit status, and failure to specify the implied borrowir 
in leases can be criticized. Accountants face a related situa’ 
where companies contract to supply equipment on rental 
customer’s premises and to maintain the equipment, but wh 
the customer has no right to acquire ownership. Such contra 
are generally for a fixed term. ` ` PP a 

A company might capitalize only the cost of the manufact 
and installation of the equipment and deal in each y 
accounts with the rents receivable. Alternatively, in the ye 
installation the company might capitalize the value wh 
ascribes to the lease contracts entered into within the year, 
course requires careful estimation of the maintenance CO 
likely to be incurred in future years, due allowance being m: 
for inflation. Se e 

Effectively, the valuation approach advances the time at whi 
profit is brought into the accounts to the year in which 
contract commences. Where this practice is adopted, the mi 
critical decision for the accountant will be to establish t 
multiple to apply to the net annual rental. The life of the co 
tract will be the most important factor, but conservatism 
desirable for the use of too high a multiple might result in t 
company distributing profits which it will not actually ; 
realize for many years. n 


Information for Manageme 


by Dr KRAFFT FRHR v.d. TANN-R (Germa 


The substance of one of the international papers presented to the 


A J ANAGEMENT is a never-ending process — it is the 
SEV Fart of setting and attaining certain objectives by the 
employment of suitably qualified personnel and the other 
necessary factors of production. Planning, decision-making, 
direction and control are various phases of that process, which 
demonstrates: 

< (a) Management is not limited to a single level. 

(b) The duties assigned to a subordinate level always lie within 

the framework of the activities assigned to the superior 
level, and hence within the scope of the instructions issued. 

` by the highest authority. 

(e) Each subordinate level must work out additional details 
in the spirit of the instructions received and within its 
area of responsibility, and pass them on in the form of 

` supplementary instructions. 

"(éi Management is an element of each level of a pyramidal 
-. hierarchy and not only of the top level. 

For the practical application of this system methods have 

` been developed: 


International Congress of Accou 


(a) Management by delegation (with the use of job descriptic 
for each employee defining the functions and: a 
responsibility) so that the burden on. top manageme: 
reduced. ; 


(b) Management: by objectives involving co-ordination 
the subordinate management levels with the results 
stantly compared with the respective planning data. 


Lo) Management by exception, based on a combination: of th 
two previously mentioned techniques, with managem 
taking action only when exceptions are in excess. o 
certain tolerance value or when existing standards reg 
reappraisal and adjustment. "he 


(d) Other. practical management techniques applied 

combination, of which management by motivation- (posi 
incentives and rewards) and management. by results (o 
ented to effective performance) are only two. $ 


The operation of these-systems is triggered by the knowled, 
of all factors affecting planning, decision-making, -directi 
and control. : 








Information in the broadest sense is everything we can per- 
ceive through reading, observing, hearing, or which is felt, 
“sensed and experienced. Man receives the bulk of his infor- 
“mation from external sources, but some comes from within 
himself, making him aware of his own personal state. 

Things are no different in a business enterprise. Part of the 
information is derived from external sources, and the other 
part from all that goes on within the firm. 
` The masses of external information with which a firm is 
bombarded come from a very wide range, e.g., market and price 
“trends, competitors’ efforts, consumer habits, fashion trends, 
-the monetary situation, political aspects. Internal information 
De, data deriving from operations and events inside the firm 
itself) relates to personnel, means of production and output 
` and, above all, to the data provided by the entire accounting 
system. 

Within a firm there are flows of information in opposite 
directions ~ reports passing from the bottom to the top, and 
‘directives and instructions from the top to the bottom. What is 
required is task-oriented filtering by which really necessary 
material is separated from the non-essential and additionally 
available material. Index figures, ratios and. percentages can 
be of great service in condensing information in order to make 
it. clearly comprehensible. 
- The chief criterion in choosing information in both directions 
is what the individual needs. Only the combination of internal 
vand external information ensures an optimal basis for decision- 
making. The evaluation and processing of information, whose 
-accuracy must be checked, is governed entirely by the purpose 
for which it is supplied. 

From the information processed in this manner, alternative 
solutions are developed from which, after due appraisal, the 
optimal solution for the attainment of the basic objective is 
chosen. Once the decision is made, implementation is super- 
vised by checking actual operations for conformity with the 
plans. So control demands additional new information, the 
“continuous flow of which must be ensured. Control determines 
~ the extent of the deviation from the pre-set standard and then 
eliminates that deviation by corrective measures. 

— As our knowledge of the past depends on how much and 
how quickly information reaches us, that knowledge is depend- 
ent on the quality of the available information system; so the 
quality and speed of that system have a direct influence on 
decision-making. The alternatives to be worked out for 
decision-making constitute concepts of objectives projected 
Into the future, which are based only to a slight extent on facts 
that can be calculated in advance, and for the rest on estimates. 

After all these deliberations a first target projection is set 
up which can only be reached if the facts and estimates used 
so far were correctly assessed and if no other disturbing factors 
arise. If these ideas are applied to accounting, it means that 
budgeting and _profit-planning require continual correction 
to adjust the calculations for the future in the light of the latest 
` information. 







































Accounting 


For the accountant, a firm’s accounting system is the primary 
and most important source of information, the accuracy of 
which he checks and establishes with the familiar auditing 
methods. The financial statements include an income statement 
showing earnings and expenditure over a certain period of 
time, while the balance sheet highlights available assets, 
existing liabilities and the remaining net worth at a specific 
date. Only past events are depicted, while possible future 
events cannot be derived directly from the data provided. 

In order to present a more transparent picture, other data 


are extracted from the accounting system. Mostly they are ` 


based on the principle of comparison. Cost arid price com- 
parisons, output and sales- comparisons, analyses of liquidity 
and asset structure, reports on the source and application of ` 
funds, the cash flow and other aspects are relevant in this 

context. 

What needs emphasis is that no statements worked out from 
the balance sheet or income statement should be considered 
and assessed in the abstract, but should be appraised simul- 
taneously with information from other sources — that is, from 
the balance sheet in the case of cash flow or from the income 
statement in the case of source and application of funds. This 
also applies to the evaluation of the profitability of individual 
products or divisions and to cost and earnings comparisons; 
unless employed capital is taken into account, their information. . 
value is limited. The return on investment statement, derived 
from the accounting system, shows the connection between 
the balance sheet and the income statement by simultaneous 
use of data from both in an ideal manner, since it presents the 
return on capital employed in the form of the future share of 
earnings attributable to that capital after allowing for main- 
tenance, repairs, interest and taxes. 

In setting up this statement, a new aspect is added in that 
the future is introduced as a component. The expectation of 
future earnings is an important future factor and cannot be 
extracted from the accounts; it has to be ascertained by special 
methods. Only simultaneous consideration of a variety of sets 
of information enables the observer to form a multi-dimensional 
image of the firm’s operations in his mind. 

The budget projects the appropriately adjusted picture of 
the past as a forecast of the balance sheet and income statement, 
and also of other statements. It involves the introduction of 
components that have been checked against past experience 
and future expectations into the customary pattern derived 
from the balance sheet and the income statement. Continual 
corrections are necessary to avoid the projected future picture ` 
deviating too much from the realities that emerge in the course 
of time. The comparison of budget and actual figures should 
induce management to take special action on deviations. of 
significance, calling for management to reappraise its decisions 
and, if necessary, to work out new alternatives for framing new 
decisions. 


Impact of computers 


Modern accounting systems are no longer conceivable without 
EDP systems. Masses of material are processed at extremely 
high speed to deliver up-to-date data on the current status of 
the books and to enable complicated financial statements to 
be set up. Development trends and planning data are worked 
out, and comparisons of budget and actual figures are carried 
out and evaluated. For management, they are an inestimable 
help in preparing alternative solutions for the decision-making 
process. In addition, they perform the function of a data store 
for the recording of rapidly accessible information in all fields. 
Computers can record, store, process and produce practically 
unlimited masses of data in an incredibly short time. Real time 
processing enables a number of external terminals to use a 
large, central computer almost simultaneously. The simul- 
taneous processing of several independent jobs in the form of, 
multi-programming permits overlapping of the input and 
output times of one programme with the computing times for 
another programme. Output devices not only make use of 
punched cards, tapes, printers and teleprinters, but by means of 
display terminals can also transmit graphs and the like. 
Computers are capable on the basis of programmed com- 

ponents, of performing computations of all types and of making 
logical decisions, but they are not capable of doing anything 
creative. A computer needs appropriate instructions and these 





are stored in the computer in programme form. Therefore, in 
setting up programmes, the tasks to be given to the computer 
must be thought out in detail and planned in advance. It is 
possible to lay down, for the tactical task of daily operations 
control, values which themselves control day-to-day processes 
and, to that extent, lighten the burden of the management level 
concerned. 

Computers awaken to really dynamic life only when used as 
management information systems. The issue is not to induce a 
firm to adapt its behaviour to the computer, but rather to adapt 
computer techniques to the real-life behaviour of management 
and the firm. The contribution that the accountant can make 
in this respect is considerable. 


Role of the accountant 
‘In the decision-making process, the functions of the accountant 
“are quite distinct from those of the management. The manage- 
ment makes the decision; the independent accountant acts in 
an advisory capacity. It is not his job to make the decision him- 
self or to assume responsibility for it. The financial statements 
reported upon by the auditor on the basis of his audit are his 
first contribution to the decision-making data. That contribution 
is of special importance because, in his report, he presents a 
fair picture of the standing and earnings of a firm as at a given 
date, and for a given period in the past. 
` We have seen that annual financial statements alone can cast 
light only on a few aspects of events, and that other statements 
‘have to be set up to elucidate the situation completely. An ap- 
- praisal of this evidence concerning the past would be impossible 
“for the accountant if he were not familiar with the technique 
“and methods of accounting. It is not sufficient for him to know 
the principles of double-entry book-keeping and the setting 
up of balance sheets; he must also master the possible ap- 
plications of the technical instruments available for practical 
accounting. Only such knowledge enables him to acquaint the 
management with the significance and content of the figures 
‘that are worked out and to prevent misconceptions. This is 


particularly true when the firm uses or wants. to introduc 
computer techniques. In order to be able to provide meaning: 
consultation services, the accountant must be completel 
familiar with those techniques. 
Because of the risk of bias in the advisory services of ex- 
perienced EDP experts and of manufacturers, it is the. res 
ponsibility of the independent consulting accountant to. ens: 
that the employment of a computer is orientated to its techni 
possibilities, and to the needs of the firm, and that its pe 
formance is in reasonable proportion to the cost incurred. Th 
more computers are designed and used, the greater become th 
demands made on man’s sense of judgement and resp 
bility. The future is too serious a matter to be left to 3 
experts and so-called practical men. 
The accountant, of course, is himself an expert and a practi 
man in the broad domain of accounting and its related fiel 
but over and above that he should be an expert in common sens: 
to ensure reasonable use of the information offered by. tech 
nology. Only then will he be in a position to offer his cons 
ant’s opinion in the light of his familiarity with the situation 
the firm combined with the knowledge of the technical pote 
of computers. uo 
There is no end to training in our profession nowada 
It begins with a knowledge of the theory and practice í 
accounting and auditing. Then, in view of the ever-increasi 
tasks confronting the profession, there follows training in 
least one other discipline. Depending upon the leanings 
abilities of the individual, computer science and its techniqt 
could be the one chosen. It analyses information and cot 
munication relationships relevant to practice, determin 
prevailing information requirements and combines ma 
matical and technical fields of knowledge relating to 
development and employment of EDP equipment. 
A further advantage of this training system is the fact- 
prospective accountants are trained together with ED 
engineers, In this field they will speak the same languag 








‘which will facilitate subsequent mutual understanding despi 


their differing standpoints. 


Future Use of Computers in Commerce 


by NICK GLOVER, Technical Secretary, Business Equipment Trade Association 


Fee many of us, the word ‘computer’ brings to mind 
“E images of banks of switches and flashing lights adorning 
` phalanxes of steel monsters, coldly crunching numbers 
in their electronic labyrinths. In spite of the gaudy meta- 
phor, most computer equipment will probably not be too 
hurt by such a portrayal. But although these machines 
are likely to play an increasingly important part in industry, 
commerce and government, it is a different aspect of 
computer equipment that over the next few years or so 
will become as much a part of accountants’ lives as tele- 
-phoning or television. 

The impetus behind this is the desire to be able to use 
the processing power of computers without having to find 
space for a room full of equipment. ‘There is also the need 
“to be able to talk to a computer in one’s own language and 
-not that of the computers. In any computer configuration 
there are really four basic sections which can for convenience 
“be described as the input medium, the arithmetic unit 


itself (the ‘number cruncher’) the memory and the outp 
medium. on 
A computer’s technical qualities are not really of concer 
in this article since an accountant is concerned only wi 
what it will do, not how it does it. It is relevant, howev 
to mention that technology is advancing in several distine 
directions: Í 
Computers’ data processing speeds are continually in 
creasing; they are getting smaller or, what is more importan 
the same size of computers can handle more volume 
the unit cost of computer work is coming down. ms 


Also, data storage equipment is becoming more comp 
and less expensive for a given storage capacity indicatin 
ready access to vast amounts of information. 





This adds up to more powerful computers as the large 
organizations are already finding out to their benefit. 
Nevertheless, it is the small to medium organizations 
which form the greater part of Britain’s industry and com- 





merce, and eer needs must be included when talking of 
_ the future. 





Larger or smaller ? 


-The smaller organization can still take advantage of the 
economics of larger-scale computers by using computer 
service bureaux or by using machines which apply computer 
techniques on a smaller scale. The question is whether 
computer usage will tend to concentrate on renting time 
on large units linked to their ‘tenants’ by some means 
of a communication network, or whether computers will 
gradually reduce in size to meet the needs of users for 
their own individual machines. 

In computer sharing the one big question mark at the 
moment is ‘can the telecommunication services be de- 
veloped fast enough to cope?’ Already a user in practically 
any location can use the Post Office telephone network 
to connect him to a full-size computer system. The only 
equipment that he requires is a means of putting in and 
getting out information. Provided the services can be 
und for the job there is every reason to predict, for 
example, that one’s computer stock record could re-order 
stock automatically by sending a message in impulses 
direct to the supplier’s computer production control 
program with no human intervention, and no paperwork 
involved at all. 































Mini computers 

‘Miniature computers are already becoming quite sophisti- 
ated. They can cost anything up to between £20,000 and 
(£30,000, and need be no bigger than one or two office 
desks. However, these miniature computers are usually 
mited in the amount and type of work they can handle — 
ther than in complexity of the calculations of which they 
are capable — and so some organizations may find the best 
answer for their particular requirements in the use of a 
bureau or other centralized large computer configuration. 
In order to do this they will need to employ peripheral 
equipment which can be used remotely from the ‘number 
cruncher’ itself. 


Computer input 

For input devices, the most commonly used medium has 
been the punched card. These have been around for 
So years or so, since the days of electromechanical sorting 
equipment, and so were an obvious medium in the early 
development of computers. Later, punched tape was 
developed for faster input, and followed by the concept 
of using magnetic tape. 

Increasing data is being reproduced directly on to mag- 
netic tape where this is desirable, rather than putting it 
on to punched cards or punched tape first, for verification 
purposes, and then on to magnetic tape for high speed 
entry into the computer. Among the more recent develop- 
ments are character reading (optical character recognition 
or magnetic character recognition). This is a direct ‘reading’ 
of data by an automatic input channel linked directly to 
the computer or to a memory unit. 

-The future in computer reading lies in the use of recently 
developed peripheral units which will read more con- 
ventional type-styles — like the one used by this magazine — 














instead of being limited to the peculiar éharácters we see. 
on bank chegues. Some, i in fact, will even read handwritten ` 
characters. 

We have described these various input media in av 
certain sequence. In fact none of them took over from the- 
previous one — they all found their place on different ` 
levels and are still being developed to improve the ap- 
plications for which they are best suited. 


Output 


For getting information out of a computer, the wëll- known 
paper print-out has caused many an accountant to wish he 
had never installed one. It is the most widely-used method 
of computer print-out and, provided it is used intelligently, 
need not be as ponderous as some people make it. Often ` 
users try to get the most for their money by having every 
item printed out, when they only need a small part of it. . 
With a little extra programming this print-out can be used 
as duplicator masters for published reports, and can be ` 
bound straight into reference books or directories. 

What started as a variation on this theme is now becoming 
an important future development in its own right, namely, 
computer originated microfilm. The computer prints its 
data straight on to microfilm, rather than on to paper which 
is then subsequently microfilmed. Again with some in- 
telligent programming, present conditions within the 
computer can cause essential sections of the print-out ` 
to be printed both into the microfilm and hard copy. 
as required. It dispenses with a lot of paper and encourages” 
the use of economic filing systems, not to mention speeding 
up the output ten times. The concept has been on the 
market for little more than a year and is not yet widely ` 
used, but it is developing rapidly and we can be assured 
that this will become an important part of the computer 
print-out systems in the near future. 


Asking computers questions 


The video terminal is a form of output which is not vet 
used very widely in commercial applications but which is 
now technically well developed. Its use is often linked to ` 
that of a keyboard where fast interrogation is needed. 

In discussing neither input nor print-out have we yet 
mentioned the part to be played by the keyboard? If a 
question is to be asked of a computer and an answer gained 
straight away, that question can best be put to the computer 
through a keyboard linked direct to the processing unit. 
The reply may come back either by the computer auto- 
matically typing it in hard copy form using that same key- 
board or be displayed on a video terminal screen. As with 
microfilm, this is likely to become a very rapidly developing 
and widely used part of the computer peripheral scene 
in the next few years. 

To make accurate decisions, management needs accurate 
information and with the pace of business increasing 
annually they need that information quickly (more quickly 
than the competition gets it, for example). In fact, in 
ten to fifteen years’ time video terminals and small keyboard 
units will be as standard a part of a senior accountant’s 
desk equipment as the telephone is now, a forecast which 
many of the Computer 72 exhibitors plan to repeat on 
their stands. 
















VAT Explained 

by Jonn CHOWN. 

Kogan Page (Associates), £, 190. 

Sub-titled the businessman’s and manager’s guide to value 
added tax, this book, by Mr Chown who, many readers will 
know; is the taxation correspondent of the Financial Times, is 
likely to attract a wide readership. 

` Tts merit, and for some readers one suspects, its weaknesses 
for the above readership, is its breadth. In some 220 pages Mr 
Chown reviews the basic concepts of the VAT, problems 

arising from matters such as bad debts, transitional arrangements 
and partially exempt traders as well as the effect of VAT pay- 

` ments on cash flow. There is an extended section on the various 

“categories of goods and services, while individual chapters are 

given over to particular industries. A final section examines 

the merits of VAT compared with other indirect taxes and the 

“experience of other countries which have such a tax in operation. 
The volume is completed by five appendices, two of which 

cover the White Paper (Cmnd 4929) and the relevant part of the 
“1972 Finance Bill. 

"Mr Chown, as his readers well know, writes clearly and to the 
point. There is certainly as much information in this book as 

“most traders and businessmen will ever need and, a not un- 

_ important point these days, it is very well printed at reasonable 
cost. 





Ranking, Spicer & Pegler’s Mercantile Law 
` Thirteenth edition by R. E. G. PERRINS, F.C.A., and 

PRO STUART, B.A. 

HFL, £2. 

That a work first published in r911 should now have attained 
_ its thirteenth edition testifies to its remarkable quality, no less 
` than to the continuous development of the subject-matter. The 
` original authors were, of course, pioneers in their chosen field, 
-and their name has been a household word to generations of 
- students — even though, for the past 40 years, the torch has been 

carried by a succession of later editors. 

Though this book can be recommended with confidence to 

all students seeking a first acquaintance with the subject, its 
content and emphasis are dictated primarily by the syllabus 

of the professional accountancy bodies, and the four chapters 
on contract, agency, sale of goods and negotiable instruments 
` together occupy more than 200 of the book’s 326 text pages. Of 

the remaining topics, Chapter VI (on insurance) is allotted only 
<20 pages; this, it is suggested, borders on a superficial approach 
toa far-reaching and varied subject which is of constant concern 
“to all engaged in business, and the chapter might with ad- 
vantage be expanded when opportunity next offers. 
Among the new matter incorporated into this edition will be 
the Trade Descriptions Act 1968, the Banking and 
_ Financial Dealings Act 1971 and the important cases of 
Saunders v. Anglia Building Society (reported in the Court of 





Appeal as Gallie v. Lee) and Lewis v. Averay. The first-m 
tioned case affords a rare opportunity of challenging 
accuracy of a volume from this particular stable, but whet! 
the Saunders decision really overrules (as is stated on page 41 
the earlier case of Howatson v. Webb — in which a signat 
who knew the general character but not the contents of a d 
was held bound — is, at the least, debatable. ne 

The standard of typography and layout of some volumes 
this series has unhappily in the past been reflected in the p 
This drawback is less marked in the present case, and to 
students the sum of £2 will prove an investment with 
attractive potential yield. 


Taxation Manual 
Twelfth edition by Percy F. Hucues and J. M. COOPER, 
Taxation Publishing Co, £3-50. 
The principal events which separate the twelfth edition fro 
that published two years earlier are decimalization and con 
solidation of the "Dax Acts. For a working instrument such 
this, updating is essential and the process has been taken t 
point where the Finance Act 1971 has been fully absorbed. Th 
chapter devoted to Schedule F and shortfall briefly deals w 
an aspect of income tax subordinate to corporation tax and 
presence serves to indicate the comprehensive scepe of the bor 
and also the fact that the corporation tax changes due to 
mence in 1973 will not affect the contents of this work whic 
devoted to income tax with a chapter for surtax. Ee 
The great volume of tax cases referred to and the coverapt 
statutes are the distinctive features. Those who are steeped 
taxation are accustomed to think in terms of case name 
section references and for this reason all references appe 
large type in the body of the work. This makes the text parti 
larly effective in helping the student and newcomer to taxatic 
to progress towards familiarity and confidence, while the fr 
quent worked examples assist comprehension. At the same tin 
the tables of statute and case citations enable the sophistica 
reader to enter the text on the exact point of law he has in min 
However, there is a full index and appendices of extra-statuto: 
concessions, rates and allowances for past years and a chart: 
the Inland Revenue organization. ; 


RECENT PUBLICATIONS 


REMINDERS FOR COMPANY SECRETARIES, twenty-second editio 
by T. M. Stockdale, M.A. 129 pp. 84 x 52. Jordan, paperb 
£210. Ne 

Tue Basic ARTS op MANAGEMENT, by W. J. Taylor and 'F 
Watling. xvi+207 pp. 9% 5$. Business Books, £3°75. 05. 

MANAGERIAL ACCOUNTING, second edition, by H. Bierman, | 
and A. R. Drebin. x+426 pp. 9} x 6. Collier-Macmillan, £4 

FINANCIAL ACCOUNTING, second edition, by H. BIERMAN, jt 
and A. R. Drebin. xiii-+-468 pp. 9} 6. Collier-Macmill 
£425. 

AUDITING, fourth edition, by Sir Ronald Irish, opp, FEC 
x+704 pp. Law Book Co, Australia/Sweet and Maxwe 
$11.50, £5°75, paperback, $8.50, £4°25. as 

SEGMENT REPORTING FOR MANAGERS AND Investors, by Alfred 
Rappaport and Eugene Lerner. 99 pp. of x 6. National Associa- 
tion of Accountants, Bro, 

STATISTICS FOR Business STUDENTS, 
9x6. Collins, £3. 

INTEGRATED MARKETING, by B. G. S. James. vili X 404 pp. Penguin 


by B. Edwards. 448 pp 


84 x s$. Pitman paperback, £2. se sgh 
Accountinc Principes; by R. M. Skinner, FCA. 483° pp 
10x 7: The Canadian Institute of Chartered Accountants. SE 


These books may be obtained from, or through, Gee & Co (Publishers 





Ltd, The City Library, 151 Strand, London WC2K.1JJ. 


















Taxation 
Cases 





‘Oppenheimer v. Cattermole 
In the Court of ‘Appeal ~ July 2oth, 1972 


(Before Tue MASTER or THE ROLLS (Lord Denninc), Lord 
Justice Buckiey and Lord Justice Orr) 


Income tax ~ Public pensions from Germany — Naturalized 
British subject — Double taxation relief — Whether taxpayer of 
dual nationality — Income Tax Act 1952, section 347 — Double 
Taxation Relief (Taxes on Income) (Federal Republic of Germany) 
Jrder 1955 (No. 1203) — Double Taxation Relief (Taxes on 
ncome) (Federal Republic of Germany) Order 1667 (No. 25). 


e appellant was born in Germany in 1896, and thus became 
German subject by birth. He is a Jew and for many years was 
teacher at a Jewish orphanage in Bavaria. After a period of 
tention in the concentration camp at Dachau he emigrated 
rom Germany and has lived in England since April 1939. He 
ecame a British subject by naturalization in 1948. Since 1953 
e has received pensions out of public funds of the Federal 
public of Germany. In his application for a naturalization 
ertificate he described himself as still a German. His pension 
‘as within Article XI (1) of the Double Taxation Convention 
ith the Federal Republic of Germany, 1955, which applies to 
remuneration, including pensions, paid in respect of present 
or past services or work, out of public funds of one of the con- 
tracting parties, and makes the pensions exempt from tax 
the territory of the other contracting party unless the in- 
dividual concerned is a national of that other party without 
eing a national of the first mentioned party’. 

By Article IT (3) of the convention the term ‘national’ unless 
the context otherwise requires, has in this country the meaning 
under United Kingdom law relating to taxes on income. 

_. Seven of the assessments were subject to this convention and 
the other eight to the convention in the 1967 order, which did 
ot, however, materially alter the earlier convention for the 
urpose of this case. 

A German law of July 22nd, 1913, which was in force at all 
aterial times, provided that a German, who was neither 
domiciled nor permanently resident in Germany, lost his 
Nationality on acquisition of a foreign nationality, unless he had 
previous written permission from Germany to retain. 

_ The second German law was a decree of November 25th, 
1941, indicating, ¿nter alia, that a Jew of German nationality, 
ordinarily resident abroad at the date when the decree came 
into force, should lose his nationality forthwith. The taxpayer 

‘was included in the class of Jews thus referred to. This decree 
was in 1968 declared in Germany to be absolutely void ab 
initio, but without retrospective effect. 
= The taxpayer was assessed to income tax in respect of his 
„pension in the sum of £800 for each year of the years 1953-54 
‘to 1967-68. He claimed exemption under the above double 

taxation agreements, 





















It was contended for the appellant (1) that English law will’ 
not recognize the loss of nationality effected by the law of 
1941 either because it will not recognize changes in the nationality. 
of enemy aliens in wartime or because the decree was a penal 
or a confiscatory one; that in German law he lost his nationality 
in 1941, and therefore, again in German law, he was not a 
German in 1948, and the German law of 1913 had no operation 
on him when he acquired British nationality. 

It was contended for the Revenue that either the taxpayer 
had lost his German nationality by the decree of 1941 and had 
never regained it, or he had kept it notwithstanding the decree, 
and so remained a German national until 1948, and then lost 
his German nationality by virtue of the law of 1913. 


The Special Commissioners decided in favour of the Crown. 


Held (reversing the judgment of Mr Justice Goulding): 
the Special Commissioners’ decision was correct. 


Nothman v. Cooper 
In the Court of Appeal — July 2oth, 1972 


(Before THe Master or tHe Rotts (Lord Denninc), Lord 
Justice BuckLEY and Lord Justice Orr) 


Income tax — Monthly payments from Germany — Compensation 
for National Socialist Wrong — Double taxation agreement — 
Whether dual nationality — Whether payments within Case V of 
Schedule D — Whether payments exempt by statute ~ Income . 
Tax Act 1952, Schedule D, Case V ~ Finance Act I96I, section © 
22 ~ Double Taxation Relief (Taxes on Income) (Federal Republic 
of Germany) Order 1955 (No. 1203) - Double Taxation Relief — 
(Taxes on Income) (Federal Republic of Germany) Order 1967 
(No. 25). 


The taxpayer was born in Germany in 1915. She was denied 
admission to a university because she was a Jewess, but she 
went to a Jewish teacher training college and passed the first 
stage examination there in 1936. She was prevented by per- 
secution from further qualifying in Germany. From 1936 
until 1939 she held a number of teaching appointments in 
Jewish schools in Germany. 

She came to England in April 1939 and at a later date acquired 
British nationality. After the Second World War she became 
entitled under German legislation to monthly payments by: 
way of compensation for National Socialist Wrong (Unrecht). ` 

The payments rose from £273 in the first year under appeal to’ 
£400 in the last year, The taxpayer was assessed for 1953-54 
to 1962-63 and for 1964-65 in respect of these payments. She . 
claimed exemption under the Double Taxation Relief (Taxes on 
Income) (Federal Republic of Germany) Order 1955 (No. 1203) 
and the Double Taxation Relief (Taxes on Income) (Federal 
Republic of Germany) in the 1967 Order. She contended that 
she was. within the exemption conferred by the conventions, 
because she had not ceased to possess the German nationality 
she had acquired at birth. The Crown did not as regards the 
present taxpayer rely in the alternative on the German law of 
1913. 

The taxpayer also argued that the sums she had received 
were not ‘income arising from possessions out of the United 
Kingdom’ for the purpose of Case V of Schedule D, but were 
payments made to her as compensation in the frustration of her 
career, an occurrence once and for all; and that the payments 
were ex gratia payments. She also claimed exemption under 
section 22 of the Finance Act 1961. 


The Special Commissioners decided in favour of the Revenue. 


Held (reversing the judgment of Mr Justice Goulding): the Ge 
Special Commissioners’ decision was correct. ` te 











FINANCE AND COMMERCE 


More Growth for Tridel 


To Television is the holding company for two inde- 

LI pendent television programme concerns — Yorkshire Tele- 

‘vision and Tyne-Tees Television — and the Trident sales area 
covers nearly eight million viewers from Lincolnshire to the 
Scottish border. The problem is to chart where Trident goes 
from here. 


The accounts reprinted this week show that in the year to last 
` Mag there was a strong expansion in advertising revenue — 
“stronger than was expected by the management and stronger 
‘than was anticipated by employed consultants. There was also 
_ stronger turnover from other sources and a decisive expansion 
in profits. Trident is beginning to generate the cash flow that 
is needed by a company with a contract to operate granted 
under the present rather peculiar system, 

The view inside the industry is that the system of granting 
programme contracts will change to something more sophisti- 
cated than the chop and change method so far followed. It is 
considered pretty well inconceivable that in future there could 

` be a repetition of the 1968 events, when two contract companies 
"were put out of business apparently for no other reason than 
"that there had to be a change. 


It is also considered that a successful programme company 
will be allowed to continue to be successful. Trident’s operating 
companies certainly come into that category but a price earnings 

`- ratio lingering at the 10 or 11 level hardly suggests that investors 
are convinced of Trident’s growth potential. 


A The last independent television upheaval did much to shake 
| investment confidence in television programme equities. 


` Improved resources 


Trident Television has shown the benefits stemming from 
central administrative control of two area companies and, as 
‘the «chairman Mr James Hanson comments, Trident has 
enabled two television companies to develop together in a 
manner which separately would not have been possible. It has 
allowed the introduction of sensible operation economies such 
as a single and more effective sales organization, central ac- 
counting and common utilization of other administrative and 
technical services, which have resulted in improved program- 
ming resources. 


Mr Hanson adds -and here is the material point — that ‘by 

the wise investment of funds available beyond immediate 

` needs, we now have the financial strength to weather occasional 

falls in advertising revenue. This decision might well be a model 

for further rationalization of the present somewhat frag- 

mented nature of the network when the future structure of 
independent television is reviewed’. 







y this could be meant the extension of Trident into control 
smaller companies such as Border and Grampian in the 
north or of Anglia in the south-east. But so far the authorities 
do not feel inclined to allow Trident to extend and the impres- 





Television 





sion is that Trident themselves are beginning to think in terr 
of something bigger than commercial television fragments. 


Future developments 


There is, of course, development of television itself within t 
present Trident orbit in terms of the opportunity that exten 
broadcasting hours offer in producing new programmes : 
of the potential extension of operations through a second I 
channel. Me 
But in his statement with the Trident accounts, Mr Ha 
who is finance:rather than television orientated, keeps retu 
to the matter of where Trident goes from here. A move in 
gramophone records under the ‘York’ label, the increasir 
sale of Yorkshire and Tyne-Tees programmes to the indep 
dent television network and an investment in feature films 
growth points. So is the sale of programmes overseas. Tr 
have recently recruited Mr Dennis Scuse who had great suc 
in charge of overseas sales of BBC programmes, Another p 
is the intention to move into independent radio stations as. 
become established. This will help ‘York’ record promoti 
for example. 
But beyond this Mr Hanson emphasizes the point that 
balance sheet ‘shows the improving asset position of the ¢ 
pany including our substantial cash resources which, coupl 
with our unutilized bank facilities provide a strong base 
future developments’. 








New fields 


The board’s intention, Mr Hanson comments, is ‘to expanc 
beyond the limitations of television programming and a numbe 
of carefully selected acquisitions principally in fields relati 

the entertainment and leisure industries are under revie 
Not that restlessness about expansion pervades the whi 
Trident scene. The basic policy for the group as a televisi 
programme organization is to concentrate on quality of p 
grammes and Mr G. E. Ward Thomas, deputy chairman anc 
managing director, to whom Trident’s present success is in 
small measure due, takes the view that programmes of qual 
are their own best selling agents. 

Certainly the Trident annual report, with the accounts sectio! 
sandwiched between 24 pages of gloss colour and programm 
promotion, is designed to make the quality programme point 
Production teams currently have some 40 series in variou 
stages of completion, ranging across all types of programmes 
including light entertainment, news, sport, document 
religion, education, children’s programmes and drama. 

But one gets the impression that this is not enough for 
young, vigorous and ambitious company. Presumably becaus 
its programme contract life is potentially short, although hope 
fully long, there is an urge to extend into operations beyond 
television and into entertainment and leisure = but where? 
It will be interesting to see. : 
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pe present situation of the economy would appear to 
prove the economic point that Sir George Bolton, still 
minent although no longer a banker, makes in a debate on 
nflation in the latest survey of London stockbrokers Joseph 
bag & Co. Sir George rightly maintains that in a period of 
ess capacity in industry an increase in the money supply 
| not push funds into capital investment but into consumer 
pending and other forms of spending which are inflationary 
t no expansionary in economic terms. 
Unless the lift in consumer spending funnels quickly back 
o higher industrial production and then to the need for higher 
industrial capital investment, an excessive money supply 
increase becomes inflationary and nothing else. Money supply 
as vastly increased at a time when the industrial boast was 
hat output could be raised 25 per cent without new expenditure 
on plant. 
Under such conditions, the time lag between consumer 
pending and the development of capital investment has proved 
oo long. No amount of tinkering with taxation and moving 
cowards Europe will alter the basic fault on which the British 
economy is rather precariously balanced. 



















* Ki * EX 


"EW tears will be shed at the apparent despondency displayed 
"by some of those most despised of City operators, the asset 
trippers. The stock-market turndown has, for one thing, made 
eir operations more difficult and whereas unwary companies 
ased to be taken by surprise by the stripper’s sudden appear- 
most company boardrooms have installed asset-stripping 
ting radar. The strippers themselves have attempted to 
respectability by putting their cash and so-called expertise 
yngside assets, and some are even having to merge their own 

panies in some kind of incestuous relationship. Sir Charles 
ore, who still acquires to build rather than take over to 
stroy, was recently critical of the present breed of operator. 
‘is undoubtedly a point that Sir Charles’s generation of 

ré-over concentrated on expansion and growth. The present 
ipping generation is almost entirely destructive. But then, 


Bank of England Minimum Lending Rate — Oct. 27th, 1972. 73% 


Treasury Bills 
+a £5°B8260% Sept, 209 .- is £66252% 
| Fe-8872% Oe -- «+ £66676% 
«+ £63427% Oct. 13 2. £6:6890% 
oe £6°6391% Oct. 20 os £67135% 
« £66999 % Oct. 27 . £6.8930% 

Money Rates 

y to day « 6 -64% Bank Bills s 
"dam .. - 64-68% 2 months o 7% 
Fine Trade Bills 3 months 7 -74% 
` 3 months .. 74-9 % 4 months 7 -7% 
A months .. 74-9 % 6 months 84-83% 
¿c6 months .. 74-9}% 


Three Months’ Rates 


Local authority deposits ‘ , DRE 
Local authority bonds Pa -ya 
Sterling deposit certificates .: 748 

Euro-sterling deposits oe +. 88-08 
‘Euro-dollar deposits .. E ++ 58-64 


~ City Notes 


asset strippers have no monopoly of the destructive element in 
modern society. 
Ki * * * 


HE Takeover Panel, 48 hours after having gone on record ` 
as saying that it would name names in cases of ‘insider 
dealings’ that came to its notice, named Mr Desmond Lyons, 
of D. F. Lyons & Co, investment bankers, in no uncertain 
manner. The Panel named him, in fact, in five foolscap pages 


and finished by stating that in their view the Lyons organization” ` 
should not be allowed a licence to deal in securities. The Panel's = 


statement was issued just when Mr Lyons and his colleague . 
Mr F. B. Le Marquand were proposing that they should be 

elected to the board of Blakey’s Malleable Castings in which 

D. F. Lyons & Co have built up a considerable stake. This is 

the same formula as in the case of Rowan & Boden where 

control was built up but eventually sold off. Dealings in Rowan. 
& Boden shares led to the Takeover Panel’s scathing re- 

probation. 

* Ei * E 


EEDS PERMANENT, one of the ‘big five’ building societies 
offers a record 7 per cent interest rate on regular savings 
accounts as from December et. These terms will be available 
to existing as well as new regular savers, and for minimum 
regular amounts as low as £1 monthly. 

Announcing this at a luncheon recently to mark publication of 
the Society’s accounts for the year to September 30th, 1972, its 
general manager, Mr A. Schofield, claimed that this was a. ` 
uniquely attractive offer, and the only one of its kind to be 
made ‘without strings’; other comparable rates were subject to 
an interest penalty if the regular plan was broken or dis- 
continued, 

Leeds Permanent has reported another record year, including 
£200 million advanced on new mortgages to 41,000 families, 
and an increase in total assets to £810 million. Over the five 
years 1966-71, this society has more than maintained its position 
in the market in terms of both total assets and number of 
accounts. : 


RATES AND PRICES 


Closing prices, Monday, October goth, 1972 


Finance House Base Rate — October rst, 1972. 74% 
Retail Price Index (16.1.62 = 100) 166-4 (from 165°5, 19.9.72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer). 


Foreign Exchanges 
New York 2:3320 ` Frankfurt 746753 
Montreal 2:2905 Milan 136g 50 
Amsterdam 7:5325 Oslo. 1574700 
Brussels 10307 _ Paris 117550 
Copenhagen 161250 Zurich ` & 8500 
Giltedged ` 
Consols 4% Af Savings 3% 65-75 898 
Consols 24% 264 Treasury 9% 1904. GA 
363. Treasury 83% 87-90 -. 92% 


Conversion 34% 
Ki 


Conversion 54% 1974 963; Treasury 64% 1976 =.. 934 


Funding 34% 99-04 .. 44§ Treasury 34% 77-80-66 76 
Funding 4% 60-90... 994 - Treasury 34% 79-81 -. 744 
Funding 53% 78-80 84} Treasury 5°% 86-89... "Bok" 
Funding 54% 82-84 812 Treasury 54% 08-12... 603 
Funding 53% 87-91 of Treasury éi e 26 
Funding 6% 1993 af Victory 4% 


Funding 64% 85-87 War Loan a 3 





‘November 2nd, 1972 





This feat is made possible by the- To discuss installation 
fact that the accountant has the arrangements with our Sales __ 
Loudspeaking Telephone 4. Representative just = (Co 
It leaves you with both hands free. complete and post L ice 
So, you can take notes, search the coupon. ‘Telecommunications 


through files or even be checking your 
customers’ accounts, all while you’re 
talking on the phone. 

Itjust sits there on your desk and 
you talk towards it. 


Late | 


G Please ask your Sales Representative to 
phone me for an appointment. 

‘a Please send me your free colour leaflet on 
the Loudspeaking Telephone 4. 


It’s also quite handy for small Se ee 
conferences. Company ` 
And by lifting up the built-in E 
handset you can use it as an ordinary phone. See lee 
The Loudspeaking Telephone 4 can i 
be connected to exchange lines and most mai 
_ types of extensions. Tel, Nos 


The cost for connecting is just £3. 
And the extra rental (minimum term one 
year only) works out less than 6op a week. 


Send to Gerry Green, Post Office Telephone 
Sales, (TMK 2.3.1.), *FREEPOST, London EC2B 2T$ 


EX 


ond 


*Freepost~ No stamp required. 





"PLANNED READING and PERSONAL GUIDANCE 
are offered in 





GEE’S SUPERVISORY MANAGEMENT STUDIES 


General Editor: C. S. Deverell, M.A., B.Sc.(Econ.), B.Com., F.C.LS., A.M.B.1.M. 


SUPERVISORY MANAGEMENT STUDIES has been extended not only by the publication 
of No. 3, The Supervision of Production, but also by the provision of the training guidance 
service for individuals and companies mentioned below. 


The books so far available are: 


_ INDUSTRIAL RELATIONS AND COMMUNICATIONS 


< Price £1-75 net 

~ £1-97 post and 

-packing U.K. 
£2-03 overseas 


by William Walsh, A.C.LS. 


The need to communicate is universal and millions of workers-and management are involved in industrial 
relations. Mr Walsh's contribution is first a practical accountot industrial relations today, seen through the 
ayes of middle management and supervision. Secondly, it surveys the problems of communication in an 
informal way. 


BUSINESS, FINANCE AND COSTS 


Price £2 

£2-12 post and 
packing U.K. 
£2-28 overseas 


by C. S. Deverell, MA. B.Sc.(Econ.), B.Com., F.C.LS., A.M.B.1.M. 


The business side of industry involves decision-making and choice of economic activity. What is to be the » 
size of the firm and its scale of operation ? Where does a firm get its capital for growth ? What can its account- 
ing system tell us of its health ? How can a grasp of management control techniques help supervisory staff ? 
How can we become more market-orientated ? What is renuired in successful marketing other than sales- 
manship ? - 

The answers to such questions widen the understanding of the manager, whatever his personal responsi- 


bilities in business and industry. The author has covered them succinctly in his account of the business 
background to management. 


THE SUPERVISION OF PRODUCTION 


Price £2:25 
£2-37 post and 
packing U.K. 
£2-65 overseas 


by R. H Hoggett, C.Eng., M.1.Prod.E., ASP AA GA, 


The author covers'the types of production, its planning and control, design, work study, stock control, 
plant maintenance, quality control and plant layout and gives an introduction to network analysis and 
operations research, 


His book is a practical and readable introduction to the fundamentals of the management of manufacturing 
activities which will be easily understood by non-specialists as well as those directly engaged in that. field. 


A UNIQUE FEATURE OF GEE'S SUPERVISORY MANAGEMENT STUDIES IS THE II 


PERSONAL SERVICE OF GUIDANCE ON MIDDLE MANAGEMENT AND. SUPER- 
VISORY TRAINING AND DEVELOPMENT NOW. OFFERED FOR. THE. FIRST TIME 
UNDER THE DIRECT CONTROL OF THE GENERAL EDITOR OF THE SERIES, MR 
C. S. DEVERELL, TO WHOM INQUIRIES AS TO TRAINING OR STUDY NEEDS SHOULD 
BE ADDRESSED BY COMPANY MANAGEMENTS. OR INDIVIDUALS. AT: 


GEE & CO (Publishers) LTD 
151 STRAND, LONDON WC2R Du 


Publishers of The Accountant o1=8 36 0832 





EQUIPMENT NOTES AND NEWS 


BETA on VAT 


“PXON’T leave it until the last minute before planning your 
-LAVAT office procedures.’ This message was given to 
businessmen by Mr Richard Harington, Director-General of the 

Business Equipment Trade Association, at BET As recent VAT 
exhibition at the Bloomsbury Centre Hotel, London. 

Thirty-five exhibitors were represented, and three two-hourly 

‘Seminars, covering aspects of the new tax as it affects business 
and office routines, were held on each of the three days of the 
exhibition. Speakers from HM Customs & Excise offices 
gave an outline of VAT, and representatives of the Institute 
of Administrative Management explained the effects of the tax 
on business systems. 


-Small machines 
Speakers from various industrial companies dealt with such 
topics as small business machines, visible record computers, 
information storage and retrieval and business forms. On the 
subject of ‘Small machines’, Mr G. R. Porter, sales manager, 
Addo Ltd, observed that not less than goo,ooo businesses — 
manufacturers, importers, wholesalers, retailers, trades and 
professions ~ would have to account for VAT for the first time 
from April 1st, 1973. Purchases and sales invoices, he said, were 
the basic documents from which the accounts relating to VAT 
would usually be prepared. These accounts would have to be 
kept in such a way that it was possible to trace the tax on a 
particular output or input from invoices. As Customs and 
Excise officers would not be able to make verification checks as 
frequently as had been the case with purchase tax, records 
would have to be kept for up to three years. 
In Mr Porter’s view, adding machines would assume renewed 
importance in future office systems ~ for example, particularly 
wide carriage models capable of listing invoice numbers (non 
add), goods value and VAT value, in two registers for individual 
and combined totals. These would apply to both purchase 
invoices (input) and sales invoices (output) so as to facilitate the 
tracing of the tax on a particular input or output from invoices 
through periodical summaries through the VAT account to the 
eventual tax return. 
` More sophisticated adding machines — perhaps more ac- 
-eurately described as simple book-keeping machines — would be 
“employed to provide periodical summaries. Although totals 
obtained on a carriage adding machine would give a form of 
periodical summary, it would be essential to bring inputs and 
outputs together to ascertain the difference at any given date due 
to, or by, the Commissioners of Customs and Excise. Totals 
would be produced to provide businesses with a day-to-day 

state of the VAT account and also pre-list checks against post- 

ing of inputs to the purchase ledger and outputs to the sales 
ledger. 


Visible record computers 


Mr J. K. Simmonds, manager, business machines sales pro- 
` motion, National Cash Register Company, felt that there should 
` be a better understanding of the term ‘VRC’ — visible record 
‘computers. Many people loosely applied it to any machine that 
could calculate and provide accounting records, but in his view 


it should only be used to identify those machines which made 
use of ledger cards with magnetic stripes on their reverse s: 

The field, Mr Simmonds observed, was a wide one beca 
there was a variety of companies supplying differing machin 
this class. Some held their programs in memory, others us 
program panels or plug boards, and others again used extern 
tape programs. In addition, there was a wide range of altern 
tive devices available such as edge-punched cards, punch 
paper tape and 80-column punched cards, so that any p: 
spective user was faced with a range of solutions to the sam 
problem. What the user had to do was to satisfy himself th 
the proposed solution was the correct one for his needs. ` 

As already indicated, the heart of VAT, so far as any busines 
was concerned, was the tax invoice and information was of 
repetitive nature such as names and addresses of customer 
delivery addresses, product descriptions and prices. Therefor 
VRC users should have a system which allowed for these to be 
typed automatically; this could be done either to hold the 
information on magnetic stripes, or in memory, or externally 
a file of edge-punched cards. Mr Simmonds expressed reserv 
tions about holding prices in a semi-permanent form becaus 
the user had a large product range and fairly frequent pri 
changes, amendments to the file could make heavy demands ¢ 
machine time. a 

VRCs certainly came into their own in posting entries 
the VAT account in the nominal ledger as when an invoice 
prepared, the customer’s ledger card could be in the machine 
the same time. The magnetic stripe held the account balan 
and also caused the card to be automatically lined up to the ne: 
posting position. While this was taking place, the data from the 
stripes was automatically read into the machine and could 
include the name and address of the customer for automat 
typing on the invoice. What better method, asked Mr Simmond 
was there of making certain that all invoices had been proper. 
posted than to combine invoicing with ledger posting? 

A most useful facility of VRC explained by Mr Simmonds 
was that of credit control. The stripe capacity of magneti 
ledger cards was often so great that as well as holding names an 
addresses and account balances, they could also analyse the 
latter in ages of debt. This enabled a monthly manageme: 
report to be produced, showing account name, balance and ‘ag 
analysis from current month to three months old and morë 
thus slow payers could be identified while there was still tim 
to follow them up. Remembering that VAT on bad debts i 
not claimable, this had obvious advantages. 


Information storage and retrieval S 


After next April it will be an offence not to secure the files 
transaction documents adequately, with severe penalties being 
exigible. The main factors to consider are space, labour a 
speed of retrieval and security. There were examples at t 
exhibition of the latest in all types of information storage an 
retrieval systems, discussed at the seminar by Mrs Olive Wo 
of Kodak, Mr E. Moore, of Remington Rand, and Mr Br 
Wilson, of Frank Wilson (Filing) Ltd. 

Mrs Wood suggested that microfilm systems were flexible 
and could suit practically any office requirement; they wer 
becoming an established office tool for effective paper handlin 
and did indeed have much to recommend them, especially w 
VAT in mind. With the obvious advantages of space-savin; 
some microfilmers had the capability of simultaneously pr 
ducing two copies of a film so that one could be stored off-site 
in case of fire, vandalism or other catastrophe. SL 

In the final session of each seminar Mr P. Hopkinson, sa 
training manager, Lamson Paragon, assured the audience t 
the business forms industry was conscious of its role in mat 
taining the Customs and Excise theme of ‘keep it simpl 
Whether a business recorded its dealings by pen, or via th 























output printer of a computer, it should expect the same hig! 









cturer, 

The other speaker at this session, Mr E. C. Taylor, sales 
manager, Twinlock Ltd, described the two critical require- 
ments of an invoice — that (a) items of goods or service supplied 
should be in groups according to the rate of tax chargeable, and 
(b) the VAT content on an invoice must be net. If any settlement 
discount was offered, the appropriate reduction must be made 
to the gross total of VAT on the invoice, showing the resultant 
answer as a net amount. ae 





standard of service and supply from its ‘business forms manu- S 





Letters 





MAT and Inflation 
IR, ~ I see that Alan Tropp (October 19th issue), is claiming 
that VAT has had a highly inflationary effect in Europe, a 
atement which contrasts with the NEDO report on value added 
ax. In this report, the inflation following the introduction of 
‘AT is stated to have been as follows: 


‘Germany: og per cent in 6 months, ‘believed to have had 
ittle to do with VAT’. 

. France: 1-15 per cent in 3 months, ‘probably not all of this 

“increase was due to VAT’. 
Denmark: 7-9 per cent in 6 months, ‘due mainly to VAT 
“being levied on food and also for the first time on services’. 

- Netherlands: 6 per cent in year, ‘only about 1-5 per cent 

thought to be directly attributable to VAT’. 

Norway: 625 per cent in 6 months, ‘5-8 per cent probable 
effect of the introduction of VAT”. 

Luxembourg: 2 per cent in 6 months, ‘no effect on the general 
level of prices was expected’. 

I cannot speak for what has happened since, but it certainly 
‘seems that the introduction of VAT need not be ‘highly 

nflationary’. It is also worth remembering that, unlike Denmark, 
the UK is zero-rating food and already has a tax (SET) on 
services, 
j Yours faithfully, 
H. MANSFIELD, 
F.LM.T.A., F.B.C.8., D.P.A. 
City Hall, Cardiff. City Treasurer and Controller. 
mg. — May I, as one who was articled with Mr Alan Tropp, be 
ermitted to ‘add-some value’ to the correspondence which has 
ollowed his original letter in your issue of October sth. 

Whilst appreciating that many businessmen may attempt to 

xploit the public and operate VAT as a cascade tax, it must 

rely be recognized that it is up to members of the profession 
“toinstruct and educate their clients on the correct operation of 
-any tax system. 

From my own experience, I have found that clients are 
becoming increasingly concerned about the new tax and are 
turning to their accountant for assistance with registration and 
“general advice as to its operation. Bearing in mind that traders 
will have to make quarterly returns to the Customs and Excise, 


it is absolutely essential for the accountant to ensure that his 
client correctly interprets the legislation; otherwise, it is of 
course quite possible that the client will in fact overpay. 

With regard to the question of ‘rogue traders’, one would 
have thought that competition in business would be a sufficient 
deterrent to prevent them grossing up on VAT and thus pricing 
themselves out of the market. 

Yours faithfully, 


London NW3. B. P, DAVIS, F.c.a. 


Sir, — Whilst I agree with Alan Tropp (October 5th and 19th), 
that VAT is inflationary because it is detrimental to cash flow 
and requires more clerical and administrative effort, VAT is not 
a ‘cascade’. tax in theory and should not be one in practice. 

Tam very disturbed that, in his discussions with businessmen 
and their accountants, the practical effect of VAT would appear ` 
to them to be a ‘cascade’, because this implies that those account- “ 
ants are either going to ignore the theory or accept it as inevitable 
that businessmen will exploit VAT. 

At a time when inflation is rife and helps nobody except the 
speculators and tax collectors, it would seem to me that it is the 
duty of all accountants to do their utmost to prevent inflationary 
effects from VAT; and they would do well to advise all those in 
their organization who are concerned with buying to kick hard 
at any supplier who-increases his prices after April 1973 by 
amounts which are clearly excessive. It is only in this way that 
the ‘cascade’ can be prevented. 

I do not believe that VAT is either necessary or desirable, 
but as we appear to be saddled with it, it is our duty to operate 
it with the least harmful effects to the community. Once again, 
I think accountants are in the best position to do this. 

Yours faithfully, 


Bristol. K. D. HORWOOD, a.c.M.A., A.C.L5. 


Sir, — Some of the broader implications of taxation allied to 
inflation have, I feel, been overlooked in the recent corre- 
spondence on the effects — inflationary or otherwise — of VAT. 
Broadly, higher prices mean higher profits and bigger yields 
from income (direct) and value added (indirect) taxation, with 
one fundamental difference: whilst income taxation is related 
to personal circumstances, the insidious nature of the new VAT 
will later be revealed to groups whose poverty keeps them 
outside the scope of income tax. I refer, for example, to 
the recipients of supplementary benefit and family income 
supplement. 
Without wishing to venture into the political minefield, may 
I say that every government proclaiming its intended battle 
against inflation must surely be viewed, taxwise, as having a ` 
vested interest therein. 
Yours faithfully, 


Bristol. E. J. OLDLAND, a.coMM.A., A.T.L1. 











Partnership in Professional Training 
‘Str, — Despite the fine title and opening sentiments in his paper 
‘Partnership in Professional Training’ (October 19th issue), 
‘Mr Maysmor-Gee apparently holds the view that correspon- 
- dence colleges have no significant role to play in such a partnership 
concerned with the education and training of future accountants. 
` While it is perhaps natural that Mr Maysmor-Gee should, 
as a spokesman on behalf of the public sector in accountancy 
education, proclaim the advantages of oral tuition, a more 
‘balanced view surely would be to recognize that there can be 
real benefits from linked courses, through oral colleges, both 
in the public and private sectors, on the one hand, and corres- 
pondence colleges on the other, working together in the in- 
terests, not only of the students, but of the firms to which they 
‘are articled or by which they are employed. 
_. A recent training forum arranged by The Institute of Char- 
gered Accountants heard, and subsequently discussed, talks 
given by representatives of the various sectors concerned with 
accountancy education, and it was evident that there will in- 
creasingly be a need for linked or integrated oral and home 
study courses, as the future pattern of training for chartered 
accountants takes shape. One of these talks was given on behalf 
of the Association of British Correspondence Colleges, and it 
was made clear that its members who provide tuition for the 
Chartered Institute’s examinations are very ready and willing 
to co-operate in the provision of linked courses with oral col- 
leges. In fact, in certain areas such courses are already in opera- 
tion, and are proving their worth. 
On the question of the education of lower grade accountancy 
staff, who would take the ‘second tier’ qualifications likely to be 
‘introduced by the leading bodies, I believe that the corres- 
pondence colleges are as well equipped as colleges of further 
education to provide the tuition to the standards likely to be 
required for those examinations. 

On behalf of this Association I can assure Mr Maysmor-Gee 
that the correspondence colleges concerned — which have all 
been accredited by the Council for the Accreditation of Cor- 
respondence Colleges — are fully capable and ready to make 
an effective contribution ‘towards a fuller use of resources’ (to 
quote the sub-title of his paper). My only concern is that they 
should be encouraged to do so by all involved in a true partner- 
ship in professional training. 

Yours faithfully, 
I. B. YOUNG, 
Chairman of Council, 
ASSOCIATION OF BRITISH 


London, ECI. CORRESPONDENCE COLLEGES. 


Qualified Accountants 


Sir, - On reading Mr J. A. H. Laurence’s letter (October roth 

_issue) in which he makes rather disparaging remarks concerning 
the Institute of Chartered Secretaries and Administrators of 
which he is a member, one is tempted to ask why, if the Insti- 
tute’s qualification is as worthless as he tries to suggest, he does 
not save his annual subscription by resigning. 

Indeed, if in fact the membership of an accountancy body is 
of such greater value, one might also ask why he did not qualify 
as an accountant rather than as a chartered secretary. Presumably 
he considered the options at the time. 

Whilst I would admit that the Institute has been far from 
aggressive in the past, and has by all appearances been content 
to rest on its Royal Charter, it has more recently adopted a far 
more positive role in many directions. In this, I would suggest, 
it deserves the full support of all members. 

OFf course, accountants hold positions as company secretaries 

< and chartered secretaries hold positions as accountants, because 
the positions of company secretary and accountant are often 

























































combined in one appointment. Where this happens, the work 
load is usually more financial than secretarial. ` E 

Mr Laurence points to the inferior salaries said to be paid to 
chartered secretaries, but, having made the statement, fails- 
quote authoritative evidence for such a comment. I suspect. 
it is not true. 

Regarding the examination hours devoted to ‘accountanc 
studies, surely the important point is the standard of knowled 
required, not just how many hours of the examinations wer 
devoted to a particular subject. Most knowledge acquired. 
examination purposes becomes out of date as one gets older 
anyway. ae 

In conclusion, I would like to quote from a careers arti 
which appeared some months ago in The Daily Telegraph whi 
I think is very apt: 





‘But, with virtually every other profession specializing t 
greater and greater extent, this could be the very qualificati 
that will make the chartered secretary increasingly nu 
attractive to companies in the future.’ Si 


Yours faithfully, = ; 
CHARTERED SECRETARY. 


[According to a survey undertaken earlier this year by Manage 
ment Personnel, mentioned in The Accountant for July 
accountants in general tend to be as well or‘slightly better p: 
than company secretaries. The survey report also includes | 
following passage: Lyte 
“The chartered secretary remains the poor relation. = 
fact remains that a large number of secretarial appointmen 
held by chartered accountants. Very often the student CIS man 
is, in fact, engaged upon the work of a trainee accountant, due 
the lack of suitable opportunities for trainees in the secreta 
departments of public companies. It is interesting to note ! 
he is getting paid rather less for these duties than a similar yo 
student of one of the accounting bodies.’ — Eprror.] 





Goodwill of Architect’s Practice 


Lë — I would be most interested to know if readers have com 
across a similar problem, and what their views are on 
following facts. . : 
My client was an architect who died in 1969. The avera; 
net profits at the date of death were £34,000 p.a. shared equal 
between the deceased and the surviving partner. The latter 
under an obligation to purchase the goodwill, but no formula 
was given in the partnership deed for the calculation of the 
purchase price. What valuation would readers suggest is fair, 
in view of the fact that the surviving partner has continued to 

use the firm’s name? 
Yours faithfully, 


PAM 


Remedy for Inflation 


Sir, — Your editorial of October 5th, after going throug 
miscellany of the country’s present woes, cries “There is 
golden road to success in the battle against inflation’, ©. 
On the contrary, I believe that the country’s going on to Sr 
at current rates of exchange, at pit-head prices, a distant ho 
would be the best route to success the government of the 
can take. 
Yours faithfully, 


Whetstone, London N20. M. O. SAMPSO 








[In accordance with long-standing policy, letters intend 

publication under a nom-de-plume must be accompanied by 
name and full address of the author. In this connection, we shot 
be glad to hear further from a recent correspondent writing fror 
Tonbridge, Kent. — Eprror.] i 
















Congress Receptions 
in Sydney 


SA PART from the official proceedings at the International 
“\Congress in Sydney reported in last week's issue, 
private receptions were held by many delegations and a 
number of international firms. Some personalities at the 
: English Institute’s reception were pictured in our last issue, 
-and the pictures on these pages were taken at receptions 
held by the Scottish Institute, The Association of Certified 
Accountants and The Institute of Cost and Management 
Accountants. 















Mr H. F. A, Cordoliani (France), /eft, with Mr A. L. De Bruyne, Secretary, 
Netherlands Institute, and Mr T. B. Degenhardt, Deputy Secretary, 
he Institute of Cost and Management Accountants. 








Mr AL Mackenzie, President of the Scottish Institute, and Mrs 
Mackenzie, with Mr J. R. Harrowell, President of the Australian 
Institute, and Mrs Harrowell. 









Mr A. W. Howitt, President of The Institute of Cost and Management 
Accountants, and Mrs Howitt, /eft, with the Lord Mayor of Sydney and 
the Lady Mayoress. 





Mr John Balmford, Chairman, 


Committee, /eft, with Mrs Balmford, Mr J. P. Dunkley (Australia) and 
Mr L. N. Ross (New Zealand). 


Congress Technical Programme 


Mr L G. Hogg (United Kingdom) with Mr and Mrs L. Albertin (South 


Africa). 
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Mr E. K. Wright, Deputy President of the English Institute, with his Mr J. R. Harrowell, President of the Australian Institute, eff, ar 
wife and daughter, and Mr T. B. Degenhardt, the ICMA Deputy Mrs Harrowell, with Mr and Mrs J. Lawler, of the United States. 
Secretary. 





Sir Ronald Irish, the Congress President, right, and Lady Irish, with Mr The Premier of New South Wales, centre, with Mr and Mrs Robert 


A. W. Nelson, President of The Association of Certified Accountants, Crout, /eft, Mr Robert Bell and Mr E A. Lediard Smith. 
Mrs Nelson, Mr T. O. W. Newman, Vice-President, and Mrs Newman. 





Mr J. Forson, of Ghana, /eft, and Mr Peter O. Ojo, of Nigeria, with ` Mr and Mrs R. van de Woestyne (Belgium), /eft, with Mr and Mrs J. Bi- 
Mr T. O. W. Newman, Vice-President of the Association. Rajoo, of Singapore. 























_A\. PHY are small firms unaware of 
NN be wide variety of financial 
services which exist in this country?’, 
asked Mr Anthony Grant, M.P., Parlia- 
mentary Under-Secretary of State for 
Industrial Development, speaking to 150 
members of The Institute of Credit 
Management at a conference on ‘Credit 
finance and VAT’ in London last week. 
According to Mr Grant, 93 per cent of 
the businesses in the United Kingdom 
came into the category of ‘small firms’, 
and he did not think that they took full 
advantage of bill finance, debt factoring 
and the application of hire-purchase and 
leasing techniques. 

He asked whether this was a field 
where the ICM could spread the word, 
‘the essence of good financial manage- 
ent was, of course, the management of 
edit. This was naturally in addition to 
li acceptance by the Government that 
e small firms sector had a permanent 
and vital part to play, and that they 
Id not be allowed to ‘suffer again 
neglect or discrimination — however 











An aid to credit management generally 
in the shape of electronic data processing 
was dealt with by Mr A. J. Thomas, 
A.C.M.A., A.LM.T.A., F.B.C.S., F.I.D.P., head 
of the School of Data Processing, 
_ Kingston upon Thames Polytechnic. He 
insisted that credit management should 
actively seek involvement as soon as a 
_ computerized ledger system was mooted, 
_ so that. they could mould the pattern 
` from the outset. Probably more than 
_ anything else, he said, there was the need 
_ to know quickly the account position of 
| particular customers, and on-line in- 
errogation and selective questions could 
_ be implemented in the system. Other 
_ Matters of importance were the ageing 
analyses of outstanding debts, action 
_ against customers who were exceeding 
--eredit limits and. actual collection of 
_ debts being assisted by computer-written 
letters and programmed month-end 
¿statements with appropriate remarks. 

_ Despite the advent of the computer 
system, Mr Thomas observed, certain 
` Tecords would still have to be maintained 
_ in the credit manager’s office for day-to- 
- day manipulation. He suggested that, on 
_ the whole, it would be better if they could 
` be produced originally by computer as 
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they would then be (a) clearer, more 
complete and standardized; (b) what the 


computer was, rather than what it ought . 


to be; and (c) a means of permanently 
recording data and reducing the size of 
computer files. File information could be 
output directly on to micro-film — a very 
useful method of holding information 
which could be coded so that particular 
items could be automatically selected 
for retrieval and display on a micro- 
reader. 

It was disappointing that Mr D. L. 
Bryars, of HM Customs and Excise, was 
prevented from giving his address on 
VAT by an urgent mission to Brussels; in 
his absence, the subject was dealt with 
by Mr J. C. Packman, also from the 
Department. He remarked that there had 
been 800 written representations and 300 
face-to-face confrontations before the 
tax was legislated. The general rules 
were that, if there was no charge for 
services, there would be no tax, but this 
was not necessarily so in the case of 
goods supplied. In the case of goods, the 
determinant was the point of sale (whether 
payable before or after delivery) and 
zero-rating, and it was most important 
to establish consistency in the point of 
sale. If this was on a cash received basis 
(as opposed to the delivery of goods or the 
date of invoicing) the claiming for relief 
for bad debts would not arise. 

Mr Packman observed that the £5,000 
minimum turnover for registration was 
considerably. higher than im other 
countries but, if there was a need for 
partial exemption, special schemes could 
be worked. out in association with HM 
Customs and Excise. 


At home and abroad 
‘Export finance’ was the subject of the 


paper given by Mr T. H. Donaldson, 


vice-president, Morgan Guaranty Trust 
Company of New York. He allayed any 
illusions of mystique by saying that there 
was very little difference between export 
finance and ordinary domestic finance, 
particularly ‘receivable finance’. The 
major exceptions to this sweeping state- 
ment, he said, were the Export Credit 
Guarantee Department — which provided 
an elaborate form of credit insurance — 
and the various foreign exchange risks 
and opportunities arising from invoicing 
in foreign currencies. These could also 
apply to import financing, or indeed to 


any other form of international finance.” 

It was even possible, Mr Donaldson | 
continued, to use principal foreign cur- ` 
rencies as a means of domestic finance, 
subject to exchange control regulations. 
What should concern everyone was that 
the effect on the total financial structure 
of a company, and on its ability to raise 


. additional finance for future needs, was 


not affected by whether the finance was 
raised for exports, for imports, or for the 
building of new plants. What mattered 
was the cost and the timing of repayment 
as related to the cash flow. 


Information required 


From a bankers viewpoint, Mr 
Donaldson found that a customer all too 
often failed to provide a bank with the — 
information needed to do its job properly; 
an uninformative, out-of-date annual 
report was of little use. He stipulated that 
to get the response a financial director 
wanted, the following would be required: 


(a) an up-to-date balance sheet and 
profit and Joss figures provided 
quarterly, or even, for a small 
company, monthly in reasonable 
detail; 


(b) forecasts as far ahead and in as 
much detail as the nature of the 
particular business reasonably al~- 
lowed, to which monthly or quart- 
erly statements could be related 
and compared; and 


(c) reasonably frequent contact with 
the bank to explain the assumptions 
that had gone into the forecast, and 
the reasons why in specific cases the 
forecasts had not been met or were 
being changed. 


Major risks 

The specific subject of ‘Credit insurance’ 
was dealt with by Mr R. Ewart Williams, 
of the Credit Insurance Association. 
Technological development, he said, had- 
reached a point where astronomical sums 
were invested in a single operation, so 
that a single error of judgement or a 
technical mistake could cause a loss of |. 
several million pounds. Mr Ewart o 
Williams suggested to his audience that. 
they took this into consideration when 
deciding their attitude to a large credit 
risk. ; 

Another type of ‘big risk’ was that 
arising from a merger or take-over. 
Market capitalization running. into 
hundreds of millions was now almost ` 
commonplace, and Mr Williams ques- 
tioned whether there were enough people 
capable of controlling such giants. Sooner 
or later, one of them would collapse 
because its creators, or their successors, 
had been unable to provide competent 
management in sufficient depth and had 
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(Holdings) Limited 


Profits up from £263,786 to a record 


£492,059 


In his annual statement, Mr. Harry Soning reports: 


Results The Group. Profit from 
i o compieted properties and other revenue 
Hag inereased from £263,786 to a 
< pecord £492,059 and earnings attribut- 
able to the Shareholders from £142,396 
too £266,050 representing an increase 
of 86%. This has enabled your Directors 
“ta recommend a final dividend of 6% 
“which together with the interim divi- 
‘dend of 4.5% makes a total of 10.5% 
compared with 8% last year. 
T feebit is worth noting that in the nine 
years: your Group has been operating 
profits have risen from £55,602 to this 
year’s record profit of £492,059. 


Investment Properties A profes- 
sional revaluation of all the Group’s 
“completed investment properties was 
“made at 2qth March, 1972 and revealed 
a. surplus in excess of £3 million. 


` Develapment Programme Our de- 

*\oyelopment programme has notably 
‘increased and it is our policy to acquire 
further sites for development. 


: Europe Your Group now has sub- 
stantial developments under construc- 
. don in The Hague, Brussels, and Paris. 
It is your Group’s intention to increase 
its programme of first-class office and 
factory developments in the centres of 
the main Common Market Capitals. 


established 1677 


auctioneers 
and 
valuers 


Acquisitions The recent acquisitions 
have been fully integrated into the 
group and new acquisitions are con- 
tinuing to be made. 


Future Prospects Your Group’s ac- 
tive development programme in the 
United Kingdom and Europe combined 
with our policy of selective property 
realisation and reinvestment of sale 
proceeds will ensure in the long term, 
its factory growth. 





4972 1971 
TOSE SN. i a 
Gross Rents ` wan 989,387 
Group Profit from 


completed properties 


and other revenue mm 263,706 


Profit forthe year 

attributabte to 

shareholders 266,050 142,396 
Dividend 10.5% 8% 


investment Properties 13,828,660 
Properties of Dealing 

Subsidiaries 4,545,176 3,104,758 
Shareholders Funds 6,055,252 2,985,692 
Copies of Report and Accounts 
59 New Cavendish Street, 
ON, WIAT 7RD: 


8,374,460 











industrial 

. properties, 
plant and 
machinery 


46, GRESHAM STREET, LONDON, E.C.2. 


Telephone 
01-606 3422 (10 lines) 


Telegrams 
SITES, LONDON, E.C.2. 





insure 
your 
SUCCESS... 


You probably already know that your best 
insurance against failure in the Chartered 
examinations is to take a Foulks Lynch home 
study course. S 

it is a fact that students who work 75% or more 

of their Foulks Lynch course stand a substantially. ` 
better chance of success. ` 
Your chances of passing at the first attempt will 
improve even further if you attend our intensive- 
revision classes. Ask the Enrolment Officer, ; 
Mr E. S. Moore, for full details of Foulks Lunch ` ` 
home study courses. Graduate package courses __ 
and day-time and evening classes. Le es 


Chartered Intermediate 


Intensive revision classes will be held in 
London for four weeks commencing February: > 
5th, 1973. Preceding the main course, there will 
be an optional extra week devoted entirely to ` 
basic book-keeping and accounts, These classes 
are equally suitable both for those who have | 
unsuccessfully sat the examination and those 
who are preparing for their first sitting. 


Chartered Finals Parts Lang ii 


The next series of eight-week intensive = 
revision classes commence March 19th, 1973. 
Book early to be sure of a place. These 
all-embracing full-time classes can substantially 
increase your chances of success and are 

open to all students, regardless of whether they 
are taking a Foulks Lynch home study course. 


Evening Classes 

From February 1973 we shall be holding a 
further series of evening classes, providing study 
in depth of individual subjects. Details.on 
request. 





For full details please apply to the 
Enrolment Officer (Telephone 01-606 0255) 


Foulks Lynch (Classes) Limited 
4 Chiswell Street, London EC1Y 4UR ` 


the accountancy tutors a ; 


















Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and ~ without any 
form-filling — study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 












Public Practice: L. Kelleher, 01-628 4550 
More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. -up to £5,000; Overseas up to 


Commerce and Industry: R. Thornhill, 01-628 8860 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+. 

| ` Temporary Staff: M. Farrer, 01-628 0391 

~ Terms are better than is usual for temporary assignments. 

EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me now and 


Ishall let you know within the hour. 
R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


47 Finsbury Court, Finsbury Pavement, London EC2A 1HT 
























PARTNERSHIP 
TAXATION 


EDWARD E. RAY, B.Com, F.C.A. 


‘The student for examinations of The 
Institute of Chartered Secretaries and 
Administrators will find this book of 
assistance not only for its simple 
approach but for the many examples of 
concise and untrammelled answers to 
the examination questions; models of 
directness that the examinee should 
study and emulate.” PROFESSIONAL 
ADMINISTRATION 


‘This is essentially a book for a man- 
aging partner in a professional practice, 
or a tax practitioner who wants to have 
everything he needs to know about 
partnerships in a tax context brought 
together for ease of reference.’ THE 
ACCOUNTANT 


£400 Post free £4-15 


BODLEY HEAD & HFL 


9 Bow Street, London WC2E 7AL 
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LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 
Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 









inclusive 


38/40 FEATHERSTONE STREET 
LONDON EC 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 





Capital Choice 


the £81 000,000 society 
with the ‘personal’ touch 


Lëps & 
HOLBECE 


Head Office: HOLBECK HOUSE, 
105, ALBION ST., LEEDS LS1 5AS. 


London Office: 73 KINGSWAY, LONDON W.C.2. 


Branches and Agencies throughout the country. 


Member of the Building Societies Association. 
Authorised for investment by Trustees, 














been overtaken by the unexpected. 
Fortunately, the average credit controller 
accepted the principles of credit as- 
surance, which augured well in view of 
Great Britain’s entry into the European 


Accountants Urged to ‘Keep up to Date 


Vice-President of the Institute at Leicester Dinner 


"THE need for members of the ac- 
“f countancy profession to “periodically 
disappear for a few days on relevant post- 
qualification training’, was urged last 
Friday by Mr Kenneth J. Sharp, T.D., 
M.A, FCA., Vice-President of The 
Institute of Chartered Accountants in 
England and Wales. He was addressing 
the annual dinner of the Leicestershire 
and Northamptonshire Society of Char- 
tered Accountants at the Grand Hotel, 
Leicester. 

‘What is the real meaning of this word 
“profession’’? What is it that we profess? 
It is, I would suggest, a body of knowl- 
edge, a discipline which is continuously 
developing,’ said Mr Sharp. 

‘If the professions are to continue to 
command respect in the business world 
today it is the duty of each of us, as 
individuals, to take part in that develop- 
ment, and to ensure that we keep our- 

- selves up to date in those areas in which 

we have chosen to specialize. 


A duty to clients 


‘Not only is such an outlook intellect- 
ually stimulating in its own right but it is 
a duty to our clients, whether those clients 
are single as with the member in industry, 
‘or numerous as with the member in 
practice. 
‘It is indeed of particular importance 
“for the member in industry for whilst the 
“ever-changing taxation scene provides a 
‘continuing. challenge to the member in 
practice, there is a danger that the mem- 
"ber in industry can get locked in a rut. 
‘His horizon may be limited by his own 
company’s immediate needs and he and 
his employers may never realize that the 
services he gives may be lacking in 
freshness and originality of thought. 
‘It is important that the accountant, as 
a member of the management team, 


JOHN FOORD & COMPANY ` 


Economic Community and the conse- 
quential increase in sales to Western 
European countries; a situation in which 
the private credit insurance market 
would be involved as well as the ECGD. 


should periodically disappear for a few 
days on some relevant post-qualification 
training.’ 

Mr Sharp went on to say that it was 
normal for engineers, chemists and the 
like to be encouraged by their employers 
to keep up to date, but frequently this 
enthusiasm stopped short for those 
concerned ‘merely’ with figures. This 
amounted to an undervaluation of the 
services of the accountant, who, armed 
with knowledge of current ideas and 
techniques, could make a very significant 
contribution to the success of a company. 


Courses for members 


‘The Institute’, he continued, ‘runs 
a comprehensive series of courses as much 
for members in industry as for those in 
practice. Attendance at such a course not 
only provides a technical up-dating but 
also, by providing contact with others in 
similar circumstances, helps a member 
to develop the sense of identity with his 
profession which is essential to leading a 
fully integrated professional life. 

‘This sense of identity can also, of 
course, be fostered by taking part in other 
Institute activities at a more local level 
and also, for example, by being active in 
the work of the Chartered Accountants’ 
Benevolent Association’. 

He sometimes heard it said that 
members could not spare the time for 
activities outside their own business, 
such was the weight of commercial and 
legislative pressure. 

‘We must surely remember, however, 
with John Donne, that “no man is an island 
entire unto himself”. Most of us have 
reached our present position as the result 
of a very substantial allocation of the 
nation’s resources to our education and 
training in one way or another. That 
allocation represents an investment by 
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REVALUATION OF ASSETS 
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Prior to the closing presidential address 
by Mr K. R. Cork, F.c.a., FCGILM-, th 
Institute’s Council formed a panel te 
answer questions from the audience at an 
open forum. 


the community ~ an investment of whic 
we as individuals are the trustees. Is.n 
the community entitled to interest on its 
investment? 
Alderman Kenneth W. Bowder, a 
former Lord Mayor of Leicester, and. 
solicitor, proposing the toast of th 
Institute, said: ‘You cannot whip- 
computer as you may hope to be able t 
do to an auditor, whom you can als 
probably kick, but there is the additional 
advantage that an auditor has, somewher: 
a heart which this mechanized fiend of a 
computer lacks. : 
‘Over the years there are many men 
now in charge of successful businesses 
who look back with warm appreciation to 
the advice, understanding, professional 
guidance and wordly wisdom which their 
accountant over the years has been able 
to give. 


High standing 
‘There has to be in any well run, 
successful business a trained man at the 
elbow of management who can be called 
upon at any time to give very ready help at 
any time of trouble, great or small. ‘This 
man is the chartered accountant, who 
rightly enjoys a very high standing among 
the professions.’ S 
Mr R. C. Bishop, ¥.c.a., President o 
the Leicestershire and Northampton- 
shire Society of Chartered Accountants, 
who presided, proposed the toast of “Th 
Guests’, They included two women 
among the official guests, Mrs Helen 
Waudby, B.A., LL.B., the first ever woman 
president of the Leicester and Count 
Chamber of Commerce, and Mrs O. P 
Thornhill, HM Inspector of Taxes, 
Leicester No. 5 District. 
Mr D S. Milnes, a.c.t.1., President of 
the Insurance Institute of Leicester, 
replied. ae 


01-262 2473-8 





STUDENT ROUNDABOUT 


Education - The Last Chance 


by EMILE WOOLF, A.C.A. 































fulfilment within the next two years. 


T is already clear that the general 
quality of students’ practical training 
is to be ‘raised to the high standards now 
being achieved in some offices’, to quote 
the Institute’s policy document, and it 
would seem that this is to be monitored 
with the assistance of a ‘Training Record’, 
and a ‘Training Guide’ is to be issued. 
The difficulties which small- and 
medium-sized practices are experiencing 
in obtaining suitable articled clerks are 
likely to be increased in the face of this 
evelopment, despite reassuring sounds 

m the Council. However, on balance, 
Ser which the Institute is cur- 
ntly displaying in matters directly 
ecting its students is extremely en- 
ouraging from the students’ point of 
ew, and it is now vital that effect should 
be given to the counterpart to training 
i Sien, i.e., education. 


Practical problems 


To pretend that no major problems will 
exist in the transition from the existing 
system to that outlined by the Institute 
would be foolish. The main practical 
difficulty will be to provide places: (i) on 
suitable conversion courses for graduates 
bliged to study one or more subjects in 
the new foundation examination syllabus, 
and (ii) for non-graduates attending the 
full, foundation course. The projected 
plans appear to recognize fully that all 
cilities in the private as well as public 
ducation sectors will have to be mar- 
halled in order to satisfy the demand for 
places. 

‘Regarding the type and quality of 
education to be provided beyond the 
foundation stage, the policy statement is 
uite clear: only schemes linking private 
tudy with oral tutorial guidance will be 
cceptable. “This will provide for flexi- 
bility, and will help to ensure that pre- 
‘examination courses are not treated as 
ere cramming exercises.’ Public and 
private sector establishments are to be 








The policy document of The Institute of Chartered Accountants in England 
and Wales on the future of accountancy education and training has received 
the overwhelming blessing of those members who voted in person or by 
proxy at the Special Meeting in September. Jr is now largely up to the 
Institute itself to ensure that.the ideas and plans expressed therein achieve 


invited to submit tuition schemes, and 
those approved will be recommended to 
students and principals, and will be given 
due publicity by the Institute. 


Educational standards 


The tone of the policy statement is 
reassuring. To ensure that the ideas 
expressed are consummated, the Insti- 
tute’s Education Committee will have to 
play a supervisory role more active than 
any in its history (which, on this score, 
is hardly illustrious). Its initial task 
should be to establish criteria applicable 
to the nine-month foundation courses 
held at colleges, covering: (i) syllabus 
content; (ii) standards for college exami- 
nations (which will give exemption from 
the Institute’s own Foundation Exami- 
nation); and (iii) tuition material and 
books used on college courses. Unless 
this is done, no consistency can be hoped. 
for in the educational standards employed 
in the numerous colleges all over the 
country that the Institute will be obliged 
to appoint. 

Once standards are laid down they 
must be seen to be implemented. For 
this purpose it will be necessary for 
periodic meetings to be arranged, during 
the currency of each course, between 
Institute representatives and college staff. 
The Institute should also be concerned 
with monitoring college examination 
results, particularly in marginal cases. 
This liaison can be achieved intelligently, 
without causing embarrassment, and 
provided the overall policy is seen and 
recognized to be in the best interests of 
the profession as a whole, co-operation 
and goodwill on both sides will pre- 
vail. 

It must be said, after all, that unless 
these safeguards are effectively applied, 
the Institute would have little justification 
in relegating this important examining 
function to outside authorities who 
hitherto have. displayed little concern 


fir “gehieving “consistent policies and ` 


- standards amongst themselves. 


The above steps, however novel in them- 
selves; should be part and parcel of a far 
broader ‘accrediting’. policy by no means- 
confined to the foundation course colleges. 


- This policy will determine standards for 


the all-important home-study material. 
necessary to support the classroom tuition ` 
and periodic tutorials under the ‘linking’ 
arrangements previously referred to. 

It will therefore be necessary for 
schools in the private sector to provide 
written material for use by their students 
at all times when they are not actually 
attending classes. This material, which 
will necessarily have to be of a high 
standard, will have to cover the syllabus 
in sufficient depth to. meet. Institute 
1equirements. It will also include tests 
on each phase of the studies, to be sub- 
mitted to the tutors for correction. This 
has the double advantage of affording 
practice in answering examination prob- 
lems, as well as enabling tutors to monitor 
students’ progress when not attending 
classes. The number of tests should not be 
excessive; but sufficient to achieve the 
above purposes, 

Naturally, the Institute will also be 
concerned with the oral tuition facilities 
of the schools, both residential and non- 
residential, the teaching methods em- 
ployed and the standard of tuition. 

Furthermore, the finest safeguard 
against cramming (apart from setting 
examination questions: which cannot be ` 
answered by those who have used this 





Emile Woolf was born in Pretoria, South 
Africa, in 1938 and emigrated to England in 
1955. After articles with a medium-sized 
City firm he qualified in 1961 and then spent 
two and a half years in the London office of 
Deloittes. Since that time he has been on the 
tutorial staff of Foulks Lynch, whose board he 
joined in 1967. 

As announced under ‘Roundabout’ on 
October 12th, he is shortly to join the board 
of the London School of Accountancy 
where initially he will take charge of editing 
the School's manuals as well as lecturing on 
its courses. 





method) would be for the Institute’s 
Examination Committee to require to be 
‘satisfied that a student had adequately 
completed a substantial proportion of his 
home study tests prior to submitting his 
‘examination application form. A report 
from. his tutor would meet this point, 
‘without which the student would not be 
„eligible to sit. 
` Several of the private tutors already 
-iggue pre-course study material, but in a 
number of cases this material does no 
more than pay lip-service to the genuine 
‘requirement, and would stand no chance 
of satisfying the criteria upon which one 
-hopes the Institute will eventually insist. 
< Once the Institute are prepared to 
‘recommend a particular establishment, 
“whether in the private or public. sector, 
due publicity to this must be given; but 
again, periodic review will undoubtedly 
be necessary in order to provide against a 
lapse in standards after accreditation is 
‘granted, and liaison should thus be main- 
tained between appropriate members of 
the Institute’s secretariat and committees, 
and the tuition bodies. 
[he concept of accreditation has 
already gained respectability through the 
work over the past two years of the 
` Council for the Accreditation of Corres- 
pondence Colleges and there is no reason 
why an undertaking of this sort by the 
Institute should encounter any resistance 
from those who are unashamed of the 
tuition services they offer. 


“Role of firms 
A number of large accounting firms have 
already adopted the practice of entering 
into “progressive arrangements with 
tutorial establishments under which all 
the educational requirements of their 
“clerks are taken care of. Such arrange- 
ments normally cover introductory and 
mid-term classes, tutorials on a ‘day 
release’ basis, and also the usual six or 
seven-week pre-examination classes. Pro- 
vided the adequacy of the tuition, these 
schemes deserve every encouragement, 
and the Institute should consider ways in 
“which such firms may be induced to co- 
operate with the universities with the 
object of gaining for their graduates 
exemption from the foundation examina- 
tion; the policy statement in fact allows 
for this possibility. 

Private schemes between firms and 
tutors have the further advantages of 
enabling full-time classes and tutorials to 
be arranged as far as possible to fit in 
with stating requirements; progress 
reports on students can be as frequent 
and comprehensive as is wished and tests 
can be worked in the firm’s own offices, if 
desired; the examination success rate of 
students working under the supervision 
which such an arrangement affords, is 
generally enhanced. 


implications for the future 


The unwavering implementation of the 
new policies referred to above, particu- 
larly those concerned with the establish- 
ment and maintenance of standards, will 
require both care and courage. But these 
ingredients are always present when 
worthwhile steps are taken, and those 
who have reservations about the feasibility 
of such proposals should reflect for a 
moment on the present state of account- 
ancy education, characterized by its total 
lack of co-ordinated policy. In the short 
term, the students sutter (vide the enorm- 
ous variations in facilities and standards 
offered in different parts of the country; 
discrimination against those who cannot 
afford private sector courses; variety of 
methods — from full correspondence 
course to seven-week residential cram — 
available to students not yet equipped to 
make a reasoned judgement). In the long 
term it is the profession that suffers. 

Our attention is constantly drawn to 
the lowering of standards these days, 
from synthetic foods to soulless architec- 
ture. For the accountancy profession this 
phenomemon is evidenced through the 
medium of indecipherable examination 
scripts, which reveal appalling use of 
language and the most superficial appre- 
ciation of the subject-matter under 
consideration. The recent drastic fall in 
pass rates is hardly surprising. 

Even more serious is the evidence of 
lowering professional standards, resulting 
in increased litigation, negligence claims 
and the like. This apparently inexorable 
tide can be stemmed; but only by fully 
meeting the challenge which the new 
education policy opens up. The students 
who will benefit are the Institute’s future 
members: that’s justice! 





BIRMINGHAM LAUNCH OWN 
MAGAZINE 


Two months ago, the Birmingham CASS 
took the decision to replace The Young 
Accountant, together with the Society’s 
insert ‘View’, with a bi-monthly journal 
of their own. Entitled Articles, the 
journal represents a bold new approach 
in presenting the Society’s views and. 
opinions, and in providing a medium of 


communication between members and — 


the committee. 

The first issue extends to eight pages 
and the editorial content includes a 
message from the President of the 
Institute, Mr Douglas Morpeth, T.D., 
B.COM., F.C.A., in which he wishes the 
venture every success and expresses the 
hope that the new magazine will play an 
important part in promoting closer 
fellowship among Birmingham students. 
There are reports on the recent ACASS 
half-yearly Council and the Society’s 

























































annual Oxford residential. course ‘at 
Merton, as well as other Society news. 
reports and a light-hearted but factual 
column on the Birmingham scene. 

Edited and designed by 23-year-old 
Peter Ullathorne, a member of the 
Society’s committee, the magazine is in 
capable hands — whilst at Birmingham 
University where he graduated with an 
LL.B.(Hons) in 1970, he edited t 
university’s newspaper Redbrick. 

The next issue will be double the size 
of the present one and articles, letters and 
news items should reach Peter Ullathorn: 
c/o The Library, by November goth. 


LONDON’S CHAIRMAN RESIGNS 


Ir must surely be some sort of reco 
for a chairman of the London CASS 
serve for only four months. But this is 
the situation following the resignation 
due to professional and family commit- 
ments of Michael Holmes, who: too 
over the chairmanship last July. H 
successor is the Society’s Vice~Chairma 
Richard Vinson, B.A. 
The new Chairman, who is aged 2 


was born and educated in Suffolk befor 
going to Cambridge to read Natura 
Sciences, in which he gained an hono 
degree, and has, since 1970, been art. 
with Arthur Young McClelland Moores 
Elected to the committee in June, 197 
and Vice-Chairman of the Society st 
last July, Richard Vinson was a delegat 
at the September 1971 and March 197 
ACASS Councils, and was elected to th 
ACASS Executive in March, bet 
appointed ‘chairman of its new Plannin 
and Research Board. : 


New Vice-Chairman 
Trevor F. C. Davis, Bsc., the Societ 
new vice-chairman, is 22 years of age 
Born and educated in Northern Irelai 
he attended the University of Ma: 
Institute of Science and "T og 
where he read a combined studies degre 
in Communications Engineering anc 
Management Sciences. At the university 
he held various positions including thos 





of Academic Board member and Secre- 
¿tary and Executive member of the Council 
of UMIST Students’ Union. 

After graduation in rg71 and feeling 
-the need for variety and some business 
experience, Trevor Davis decided to join 
the profession, and became articled to 
Mr Peter Benson, M.A., A.C.A., a partner 
‘in the London office of Cooper Brothers. 
Elected to the Society’s committee after 





their general meeting in June, he has 
since acted as a delegate to the ACASS 
September half-yearly Council in Bir- 
mingham, and is chairman of the 
Society’s Planning and Research Sub- 
Committee. He has some very strong 
iews on the role which the London CASS 
can play. ‘If the Society is to be of any use, 
t must’, he says, ‘develop further the 
ervices it offers to its members,’ 
` His interests are varied, and include 
music, politics, electronics and sports. 


READING'S ANNUAL DANCE 
5 last year’s annual dance of the Reading 
Branch of the London CASS is anything 
“to go by, this year’s event due to take 
place at the Berystede Hotel, Ascot, on 
„Friday, December 1st, is already a 
‘guaranteed success. 

Commencing at 8 p.m., dancing will 
be to asteel band, and will continue until 
2 a.m, There will be a buffet and bar 
extension. Double. tickets, price Ze, 
re available from Christopher Morton, 
2 Cockney Hill, Tilehurst. Reading, or 
“any committee member. 


-LONDON'S ANNUAL DINNER 


“Tue Hilton Hotel will again be the venue 
¿of this year’s annual dinner of the 
"London CASS, to be held on Monday, 
December 18th. Application forms will 
‘be sent to firms shortly. Individual 
“members of the Society who would like 
to attend should write to. the secretary 
of the Society, 43 London Wall, London 
-EC2M 5TB, enclosing the remittance of 
£5 per ticket as soon as possible — 
certainly before November 7th. 

































LETTER TO ROU! 





BOUT 
The Unofficial Secrets Act 


Sir, — Hearts leapt when the Industrial 
Relations Bill was published. There it was 
in section 57 (1), ‘in any undertaking in 
which ... more than 350 persons, other 
than excepted persons, are employed .. . it 
shall . . . be the duty of the employer . . . to 
issue in respect of that financial year a 
statement to persons employed in the 
undertaking.’ 

Holding our breaths we thumbed 
through to section 167: an undertaking is 
defined as including a business whether 
corporate or unincorporate. Excepted 
people apparently work less than 21 hours 
a week, or have been emploved for less 
than 13 weeks, or work outside Britain 
(the Bahamas?). No mention of articled 
clerks. So far so good. Admittedly it was 
all subject to the usual deflating Secretary 
of State’s regulations, but there seemed 
nothing to prevent it applying to firms of 
chartered accountants. Would those fabu- 
lous profits whispered in reverent tones 
round the office be revealed in all their 
naked splendour? 


MARK GRUBBER’S NOTES 








Alas no, the Government stayed crazed "` 
principals in the very act of hari-kiri; 
Section 57 would not be brought into 
effect until the Commission on Industrial: 
Relations had reported on the whole 
question of financial information for 
employees. The CIR rose to the occasion 
in the best tradition of the Civil Service ~ 
no information required ... only moral 
obligations would lead to good 
industrial relations ... but keep the law 
out of it. That is where it stands and the 
masses remain ignorant. 

Surely it- cannot be forever? The 
accountancy profession grew with the 
statutory audit requirement, in its turn 
due to the community’s need to supervise 
those companies which control so many of ` 
its resources. The major accountancy 
firms are now so large that the argument 
can be turned back on them, The excuse: 
of unlimited liability is specious; if one 
of them were to crash, could they really 
cope? There is little justification for. (he ` 
present secrecy. 


Yours faithfully, 


DAVID W. STEEDS, B.A. 
Guildford. 


A Hot Pace 





|E you have ever trodden the paths of a formal Japanese Garden you will 
appreciate how important it is to have a guide, otherwise one would certainly 
end up taking a wrong turning with dire consequences. Such are the mysteries 
and subtleties of the Institute’s examinations that there has emerged a new cult 
whose message is clear — ‘Have faith in us and you will come to no harm!’ 

As I stated in this column last week, I am attending at the meeting place of a 
well-known camp of the cult. Here from Sunday to Friday, and in plain chant, 
the faith healers come and go administering to the converted and the sceptical 
alike. Without any outward indication of effort, the pearls of wisdom cascade 
forth to the insatiable audience. In a semi-trance the class asks for more and like 
the great riches of Aladdin’s Cave it is heaped upon them. But is not a little 
knowledge a dangerous thing? The faith healers know this and with obvious 
reluctance they observe the golden rule ‘a little knowledge and a lot of practice’. 

The working week starts at 10.00 hours. on Sunday morning and continues 
until Friday evening. There are a minimum of three go-minute lectures per day, 
the last lecture ending at 21.00 hours. Between each lecture, set work is allocated. 
always involving written questions, often for submission to the tutor before the 
start of the following lecture. On Friday, the week’s work is tested under 
examination conditions with two three-hour tests. 

The pace is hot and examination oriented. Whereas only 40 minutes is devoted 
to the work of the accounting standards steering committee, capital allowances are 
given the full treatment and take a full day. Despite the tutors’ stated abhorrence 
of turning the students into Institute parrots, there is time for neither academic 
interludes nor socio-economic commentary. 

The tutors are extroverts with a quick smile and a ready quip, and on top of 
that they are very capable lecturers. They have the gift in class of maintaining 
interest, varying the pace, and explaining everything in simple terms. Bear in 
mind that they are facing an audience who have paid about £16,000 between 
them, and that sort of money produces a very hostile reaction if the wrong wine 
is served ! 
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Notes 
and 
_ Notices 








- PROFESSIONAL NOTICES 

D D Leake & Co and Woo .cer, 
‘Henneit & Co, Chartered Accountants, 
‘announce that they have. entered. into 
¿close professional association as «from 
“November rst, 1972. All the present 
partners of P. D LEAKE & Co. join the 
partnership of Woo cer, HENNELL & 
~Coand Mr P. R. TAYLOR, F.c.a,, and Mr 
D B, T. Larrey, M.A., F.c.a., join the 
"partnership of P. D. Leake & Co. On 
‘October 31st, Mr A. R. BRACKENRIDGE, 
RCA, Senior partner of WOOLGER, 
Hennett & Co retired after 27 years 
practice with the firm, The two firms will 
continue to practise from their existing 
` offices: until joint premises have been 
arranged, 

Tanstey Wirt & Co, Chartered: Ac- 
countants, of Liverpool, announce that 
Mr Jeremy Lowe, A.C.A bas been 











admitted into partnership as from 
Octeber rst. 
APPOINTMENTS 


Mr John Cooper, f.c.c.A., A.C.M.A., has 
_ recently been appointed head of group 
management information and. planning 
and becomes.a member of the executive 
committee of the board of Ilford. 


Mr H. S. Corlett, B.A.(COM.), F.C.M.A., 
has been appointed a director of Planning 
Research and Systems Ltd. 


Mr C. H. Eldridge, F.C.A., F.C.M.A., 
-j.DIp.M.A., has been appointed a director 
of the Aviation Division of Smiths 
Industries. 


FOR C.A. 
EXAM 
PASSES 


Mr Jeffrey Duggan, A.C.A., secretary 
of Bacal Construction (Northern), has 
been appointed to the board of the 
company. 





Mr J. Duggan Mr P Mayhew 


Mr Peter Mayhew, rF.c.a., has been 
appointed the first resident representative 
in Europe of the Syfret and South 
African Trust Companies Ltd, one of 
South Africa’s leading financial institu- 
tions. 


PROVISION FOR RETIREMENT 


A revised edition of the Practice Ad- 
ministration book Provision for Retirement 
has been prepared by Mr John E. Talbot, 
F.C.A., and is now available from The 
Institute of Chartered Accountants in 
England and Wales. 

Mr Talbot has updated the book to 
take account of statutory and other 
developments up to February 1972 and 
the wider retirement benefits which in 
consequence are being offered. Copies are 
available from the Institute, price Zi, 
post free. 


CHARTERED ACCOUNTANT 
DIRECTS ALL BLACKS 


A New Zealand chartered accountant, Mr 
Robert Hamilton Duff, is coach and 
assistant manager to the All Blacks 
rugby team now touring the United 
Kingdom, Ireland and France. 

Mr Duff has a long association and a 
distinguished record with the game. He 
has played many times for his home 
province of Canterbury and for the New 
Zealand South Island, and toured as a 
member of the All Blacks party in 1951, 
1952, 1955 and 1956, 
captaincy of two games against South 
Africa on the 1956 tour. He has been a 
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including the ` 


Accredited by the Council for the Accreditation of Correspondence Colleges 


South Island selector since 1967, and was 
appointed a New Zealand national selector : 


in 1971. 
ICA COURSES IN NOVEMBER 


Five courses, on a wide range of profes 
sional subjects, will be held by The In 
stitute of Chartered Accountants i: 
England and Wales during November 
These are ‘Group accounts and thei 
audit’ (Eastbourne) November 14th- 
16th; ‘Inheritance tax’ (London) Ni 
ember 16th; ‘Liquidation and receiv: 
ships’ (Manchester) November 2oth a 
21st; ‘Use of statistical sampling i 
auditing’ (London) November 23rd; an 
‘Management information «appreciation 
(Brighton) November 28th to Decemb 
Ist. 

Provisional reservation and ingu 
forms for these and other Institut 
courses. were distributed to member 
with Newsletter No. 35. Further details 
are available from the Courses Depart- 
ment of the Institute at Chartered 
Accountants’ Hall, Moorgate Place, ` 
London EC2 (01-628 7060). 





ACCOUNTANTS AND THE EEC 


The differing views on accountancy, 
company reporting and standards which 
prevail in some European countries, anc 
the concepts so far put forward in pro 
posed EEC legislation, will have ` 
fundamental impact on the form of UK 
accounting and reporting. Against thi 
background, The Institute of Chartere: 
Accountants of Scotland is to hol 
seven one-day courses in London, Glas- 
gow, Edinburgh and Aberdeen on Ae 
countants and the EEC’. 

‘The course’, states Mr John Campbell ` 
director of the Post- Qualifying Educatio: 
Department of the Institute, ‘will be on 
of the most important we have ever bel 
as there are many serious uncertaint 
and doubts among accountants and oth 


accountancy spheres’... 

Cost of the course is Lik 5 and ‘it 
venues are: Edinburgh (December: 1 
and 12th); Glasgow (December ` 14t 
and 15th); Aberdeen (December 18th) 
and London (December 20th and 21st) 
Further details from the Scottish In 
stitute’s Post-Qualifying Education De 
partment, 27 Queen Street, Edinbuigh, 
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MODERN AUDITING 
DISCUSSION GROUP 


The next meeting of the Modern Auditing 
Group will be held on 
Tuesday, November 7th, at 6 p-m., when 
Mr M. J. Oaten, A.C.A., a manager with 
Arthur Andersen & Co, will introduce 
<: the subject ‘How to construct an audit 
` programme’. The meeting will be held 
in the penthouse, St Alphage House, 
"— 2 Fore Street, London EC2. 

During the season it is hoped to deal 
_ with: What do we do at physical stock- 

taking? What are working papers for? 





_. Investigations - planning, execution and 


-~ reporting; Reporting to management on 


_ matters arising during the course of an 


SS audit; If it is in accordance with the 


Companies’ Acts, is it therefore true and 


fair? 

In the event of further Exposure 
Drafts from the Joint Steering Committee 
_ being issued, these will also be discussed. 


BARBICAN TAX GROUP 
“The new corporation tax system, especi- 
ally in relation to close companies’ will 
be the subject for discussion at the next 


2 meeting of the Barbican Tax Group of 


` the London and District Society of 
Chartered Accountants, 
To be held on December 7th at 6 p.m. 


`. in Committee Room 3, at Chartered Ac- 


-countants’ Hall, the discussion will be in- 


troduced by Mr D. G. Pangbourne, A.C.A. 


LONDON SMALL 
PRACTITIONERS’ GROUP 
Mr Robin Waldron, F.c.a., F.c.c.A., will 
= lead a discussion on ‘Accounting records 
¿for value added tax’ at a meeting of 
_ the Central London Small Practitioners’ 
` Group on November 16th. Commencing 
at 6 p.m., the meeting will be held at 
` A Harley Street, London W1, and light 


-refreshments will be available, 


_ Readers wishing to join the group 
` should contact the secretary, Mr David J. 
Endicott, a.c.a., c/o Pole Brett & Co, 
474 Welbeck Street, London WiM 7HE. 


_. SOUTH-WEST ESSEX GROUP 

“A one-day course on VAT has been 

~ arranged by the South-west Essex Group 

` of Chartered Accountants for Wednesday, 

` "November 2gth, commencing at 9.30 a.m., 

_ at Fairlane Motor Inn (Southend Arterial 
Road), Hornchurch, Essex. 














Papers to be presented will deal with, 
among other matters, problems of re- 


tailers, partially exempt businesses and a 


thorough review of the 1972 Finance Act, 
together with the accounting require- 
ments which will have to be met to enable 
accurate VAT returns to be made. There 
will also be a case study and adequate 
time for discussion. 

The course fee (which is non-return- 


able) is £8 and includes light refreshments 


and lunch, Students are also eligible to 
attend at a reduced rate of £6, but will 
not be given priority. The fee, which 
must accompany applications, should be 
made payable to ‘SESCA’, and should 
reach the secretary, Mr D. E. Heady, 
F.C.A,, 187A South Street, Romford, Essex, 
not later than November 22nd. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


‘Christian faith today — dealing with 
people’, was the subject of a recent 
discussion meeting of the Accountants’ 
Christian Fellowship held at Chartered 
Accountants’ Hall with Mr Robert Ewan, 
F.C.A., in the chair. 

The discussion was opened by Mr 
Glyn MacAulay who put forward seven 
headings for comment: (1) start with 
people where they are, not where you are, 
(2) people matter more than: things, 
(3) social background differences, (4) home 
obligations against Christian work, (5) deal 
with large groups or ` individuals, 
(6) honesty and its practical difficulties, 
and (7) priority for loving ~ first God, 
then other people, then yourself. 

A lively discussion followed on these 
propositions. It was agreed that in general 
the individual approach was the best 
course for most individual Christians, but 


the difficulties were clear, especially. the - 


tendency to follow the easier path of 
dealing with people in groups. It was 
stressed and agreed that in most cases 
pushfulness was self-defeating; the most 
effective witness was the Christian’s own 
way of life, his attitude of mind and his 
readiness to help. This involved much 
patience and often results which were 
effective, but not obvious. 


Next Meeting 
The next monthly meeting for Bible 
reading and prayer will be held at r p.m., 
on Monday, November 6th, at the Church 


STOCKTAKING for audit stock control etc.carried out 
independent experts, quickly and 


ERNEST sl GEORGE & CO wore 


THE PROFESSIONAL STOCKTAKING SERVICE ` GAROALE HOUSE 122 GATLEY ROAD GATLEY CHEADLE CHESHIRE Tel. 061 428 6718 















“of St Peter-upon-Cornhill, London EC3 


(entrance. in Cornhill, near Gracechurch: 
Street) and will be led by Mr Douglas 
Combridge, F.c.a. The subject will be 
‘Personal prayer’, with special reference 
to Matthew 15, verse 25 and Psalm sı. 
A buffet lunch will be available during 
the meeting at a modest charge of 25p. 

A-parallel meeting in the West End has 
been arranged for the same time at the 
Vicarage of Christ Church, 21 Down- 
Street, London Wr (near Green Park 
station) and will be led by Mr R. J. 
Carter, B.COM., F.C.A. 


. ECGD INSURANCE 

A ‘Complete guide’ to ECGD insurance 
is now available from Bray Gibb Wrightson 
(Credit Management) Ltd, part of the 
insurance broking division of the 
Matthews Wrightson Group. Exporters 
are told in plain language what cover they 
get and what their obligations are when 
using an ECGD guarantee. The different 
features of ‘Contracts’ and ‘Shipments’ 
policies are explained, and the endorse- 
ments needed by various businesses are 
covered in detail. 

Copies are obtainable through ap- o 
plication to Bray Gibb Wrightson (Credit 
Management) Ltd, Kingston Bridge 
House, Kingston upon Thames, Surrey. 


ANNOTATED TAX CASES 


Part 6 of volume 50 of the Annotated 
Tax Cases, edited by Mr Peter Rees, 
OC is now published and contains 
reports, with notes on the judgments, of 
the following cases: ` 

Rose v. Humbles, Aldersgate Textiles 
Ltd v. CIR (CA); R. v. Freshwell Com- 
missioners ex parte Clark (CA); Odeon 
Associated Theatres Lid v. Jones (C.A); 
Rv. Special Commissioners ex parte Martin 
(CA); Sinsbury v. O’Brien (Ch.D); 
Thompson v. Salah (Ch.D); Script & 
Play Productions Ltd v. St George's 
Hanover Square Commissioners, Sarne Ltd 
v. St Georges Hanover Square Commis- 
stoners (Ch.D); Crisp Malting Ltd ~, 
Bourne (Ch.D); Coalite & Chemical 
Products Ltd v. Treeby (Ch.D); Ceylon 
Commissioner of Inland Revenue v. 
Rajaratnam (PC). 

The annual subscription to the Anno- 
tated Tax Cases is £5 post free, and the 
publishers are Gee & Co (Publishers) 
Ltd, 151 Strand, London WC2R il. 
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Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the .. 
Metropolitan College. GER "— 







All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 














Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes 


| 
| 

| ! 

| At the professional accountancy examinations, for which the Metropolitan College provides 
| 

| 





Expert Postal Tuition, students from the College have obtained — 
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tion in which you are interested) to the Metropolitan 


College (A1), St Albans, or CALL at the London Advisory and correspondence tuition, the Luton College of 
Office, 30 Queen Victoria Street, London EC4N AEN Technology and Metropolitan College now offer 

(01-248 6874). After office hours (5 p.m. Monday-Friday} these facilities. Please write to: Metropolitan 
| telephone messages are recorded electronically. College for details of various courses available. 


Metropolitan College, St. Albans 
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Pension Tactics 





{I THIN two days of the Queen’s Speech, the Govern- 
<M V ment produced its Social Security Bill setting out 
the detailed tactics by which the proposals in the White 
Paper Strategy for Pensions issued in 1971 will be imple- 
‘mented. The Bill follows broadly the same lines as the 
White Paper, although there are several points on which the 
Government has made modifications in detail, presumably 
as a result of the extensive consultations which it has under- 
taken in the past year with bodies representing not only 
employers and employees, but also those with expertise in 
this field. 

The Government intends that every employed person 
should become entitled on retirement to pensions from two 
sources. The first of these will be a flat-rate pension pro- 
vided through the existing National Insurance scheme. The 
method of financing this scheme will be altered so that 
contributions will be related to the earnings of contributors. 
‘The income from contributions will be supplemented by 
payments out of general taxation of 18 per cent of that 
income. 

The second pension will, in most cases the Government 
hopes, be provided from a pension scheme established by 
each such person ’s employer. If, however, an employee is 
not entitled to a sufficient pension from such a scheme, or 
the scheme does not satisfy certain other tests laid down in 
the Bill, he will become a member of a reserve pension 
scheme to be established by the Government. This scheme 
will be financed by periodical contributions from its 
members and their employers, related, as for the National 

Insurance scheme, to earnings but not supplemented by 
payments out of general taxation. 

` Contributions to both the National Insurance scheme and 
to the reserve pension scheme will be based on earnings for 
-PAYE purposes of up to 1} times the national average of 
anch earnings. To the National Insurance scheme, these 
contributions will be at the rate of 52 per cent from the 
employed person and 7} per cent from his employ er, and 
to the reserve pension scheme at the rate of 14 per cent from 


































the employed person and 2} per eem from his Se 
Employed persons’ contributions to both schemes, unlike 
those to an employer’s pension scheme approved by the 
Inland Revenue for this purpose, will not attract income tax. 
relief. 

From April 6th, 1975, when the new arrangements are to 
come into operation, both flat-rate contributions and the 
present graduated contributions will cease to be P 
no further graduated pension benefits will accrue, : 
those secured up to that date will be payabl ein due cou 

Contributions to the reserve pension scheme will ` 
invested by a statutory board of management and it 
intended that the pension secured by them should corres: 
pond to the amount which will accumulate by retirement 
age in the hands of the board for each individual member o 
the scheme. A table in the Bill shows the minimum pension 
to which an individual will be entitled, but it is anticipated 
that the board will be able to increase the amounts show 
in the table by virtue of additional income from, and capi 
appreciation on, the investments. 

In order to be exempt from the obligation to contribut: 
to the reserve pension scheme, an employer will need 
provide under his own pension scheme benefits which 4 
almost certainly be more costly to him than those provid 
under the reserve scheme. A condition for exemption wil 
be that, under his scheme: 


(a) the pension benefits which accrue in any year under 
his scheme are at least equal to 1 per cent of the 
employee’s PAYE earnings in that year up to 1} times 
the national average; or 


(b) contributions are made to a scheme similar to t 
reserve scheme at the rate of 5 per cent of at least 
PAYE earnings up to 1} times the national average 
the employer making contributions of at least KE pe 
cent of such earnings; or 


(c) the pension benefits in respect of each year. of servic 
are at least oh per cent of the member’s PAYE annual 










times the national average. 

` In such a scheme, provision will have to be made for the 
widows of male members, whether the member dies before 
or after his own pension becomes payable. It will also be 
necessary to make allowance for the increase of benefits 
after they become payable so as to match increases in the 
cost of living. 

This does, however, necessitate fairly radical change in 
the method by which entitlement to National Insurance 
benefits is related to the contribution record of the insured 
person. It will no longer be possible for the criterion to 
— be based on the number of weeks for which contributions 
_ bad been paid in a year. The new conditions will involve a 
comparison. between the earnings in any year on which 
contributions had been paid, and the annual rate of 
earnings corresponding to the minimum level at which 
weekly contributions are payable, i.e. £400. Thus, those 
whose earnings are consistently not less than £48 a week, 
the upper limit on which contributions are payable, will 
satisfy the conditions based on earnings of £400 a year by 
contributions from only nine weeks’ earnings. Such per- 
sons will not be disqualified for benefit by reason of quite 
extensive periods in which they do not have earnings which 
attract contributions or in which they are not credited with 
contributions, e.g., while on strike or abroad. 

For those whose earnings are small, failure to satisfy 
` the contribution conditions may occur more frequently. 
Such failure will often give rise to a claim for supple- 
mentary benefits. Will the maintenance of contribution 
conditions achieve desirable savings of benefit payments 
on a sufficient scale to justify the extra administrative cost 
_ and the complexities to which they give rise? 

` -One result of the abandonment of flat-rate contributions 
is that, in future, the collection of contributions from 
_ employed persons will be exclusively through the PAYE 
machinery, so that the stamping of cards will no longer be 
_ necessary for this purpose. No tears are likely to be shed at 
the disappearance of these cards. 

‘The Bill will make one important change affecting all 
employers’ pension schemes, regardless of whether or not 
— such schemes are ‘recognized’, so as to secure exemption 
from the obligation to contribute to the reserve pension 
scheme. This is that if a member of such a scheme leaves 
his employment after having completed five years’ pen- 
_Sionable service and attained the age of 26, the rules of the 
„scheme will have to provide for the preservation for him 
-of a pension proportionate to that service, 

-> -There will be widespread surprise at one conclusion 
` drawn by the Government Actuary in his fourth survey of 
` occupational (i.e., employers’) pension schemes made in 
` ot, the report of which was published as background 
` information to the Bill. He states that the number of 
_ members of such schemes has fallen from 12 million in 
_ 1967 when his third survey was made, to 11 million in 1971, 
_ this being virtually the same figure as was disclosed by his 
` second survey in 1963. 






























earnings immediately before retirement up to ih 








Although these results were not based on a complete _ 
census of schemes, but on a sample of them, the Govern= 
ment Actuary has described in detail his methods and 
appears to have satisfied himself that the fall is a genuine 
one. He attributes it in part to a reduction in the number 
of employed persons between the dates of the two surveys. 

Another contributory factor may well have been that the 
prolonged period of uncertainty about the possible impact 
of successive governments’ proposals has led employers 
to defer the introduction of schemes which would otherwise ` 
have filled gaps left by those of others who have gone out of. S 
business. The present Government has expressed the hope 
that it will now have dispelled employers’ doubts and ` 
enabled them to bring their own plans into operation. 

On the basis of the results of his survey, the Government 
Actuary offers the conjecture that there may be about 
seven million members of the reserve pension scheme at 
the outset, about one-half of these being women. His report 
suggests that most of the male members of this scheme will 
be in manual occupations. Whether or not this conjecture 
proves correct will depend largely on the decision of em- 
ployers who have not established schemes already or have 
schemes which provide benefits too small to satisfy the 
tests for recognition as they stand. 

Such employers will doubtless wish to weigh carefully 
whether the advantages — sometimes rather intangible — of 
operating their own schemes, will justify the extra cost and _ 
administrative work involved in comparison with using’ 
the reserve pension scheme. The creation by the Bill of 
new right for those who leave. service to have pensions ` 
preserved for them, over and above those needed to satisfy 
the conditions of ‘recognition’, may tip the balance for some 
employers. 


beggen 











IN THIS ISSUE 
Pension Tactics 575 
Control by Statute 577 
Corporation Tax Reform — Straddling and 

Transitional Provisions 581 
Wrongful and Unfair Dismissal 586 
Long-range Planning and some 

Environmental Issues 588 
Letter from America 590 
Neville Group Development Pai 
Scottish Institute’s Examination Results 603. 
Current Affairs 577 |- Letters 599 
This is My Life 580 Taxation Case 600 
Finance and Commerce 591 Student Roundabout 601 
Bulls and Bears 605 


Notes and Notices 








ott by Statute 


NO de inevitable has happened. After some forty hours of discussion, the 

` kel Government failed to persuade the TUC to join with it and the CBI in a 
voluntary policy to regulate the pace of increase in wages and prices. The 
absence of TUC co-operation is significant only in terms of its importance to 
the Government in the inevitable confrontation which will follow the statutory 





of labour. ` 

` What the Government needed more 
‘than anything else from these talks 
was public recognition that it was 
being reasonable and seeking a fair 
compromise with the unions. Thus, 
when any union sought to ignore the 
agreement in making a larger claim, 
the Government would fairly point 
to the fact that the TUC was on its 
‘side, Unfortunately, the TUC could 
never have hoped to carry some of the 
dissident larger unions. 

` "The statutory freeze, which will 
last for go days in the first instance, 
-will apply to most incomes, including 
dividends and rents. There is a further 
provision for extending the initial 
period by a further 60 days. Some 
“price increases, in particular fresh 
foodstuffs, are inevitable in the next 
few months, and it is for this reason 
that the £10 payment to each pen- 
sioner is to be welcomed, as is the sop 
“increase in the needs allowance for 
persons applying for rent rebates. 

To pretend that this freezing of 
incomes is either fair or, in the longer 
term, practicable, is nonsense. For 
critics on the union side to assert that 
they will co-operate, if the policy is 
‘fair’, is to play with words. The only 
justification for this freeze is the fact 
that those most directly concerned 
in the inflationary pressure are not 
‘prepared to accept less than they 
believe they can get by other means. 

It is imperative for the Government, 
if its entire economic policy is not to 
fall apart, and if public opinion is 
to be reassured concerning the future 
stability of the currency, that Mr 
Heath creates the impression that he 
doing something to improve upon 
resent situation. In this context, 
. of equity and justice is largely 
meaningless. What now matters is 
how the Government will react in 
the face of efforts by particular groups 
“of labour“to make demands totally 















policy and which would have followed any voluntary policy with certain groups 





incompatible with the freeze. 
such demands will be unavoidable, 
since prices will not remain stable 
during the next go days. 

The question is whether the out- 
come of the abortive talks at Chequers 
and Downing Street has persuaded 
the majority of the electorate to the 
view that the Government has done 
all it can be expected to do. Further- 
more, it remains to be seen whether 
the electorate will be prepared to 
support the Government’s resistance 
to disruptive strikes. It is as well that 
agreement has been reached on the 
electrical supply workers’ claim, even 
though the terms were unduly gen- 
erous. The same is true, albeit to a 
lesser extent, of the award made to 
local authority manual workers. ‘There 
are, however, others in the pipeline 
who are quite capable of disrupting 
the life of the community. The 
crunch has yet to come. 


Guidance on Dividends 


HE standstill on dividends re- 

quired under the Government’s go- 
day ‘freeze’ applies to all companies 
incorporated in the UK. The only 
exceptions apply to close companies 
to the extent that they are required to 
increase distributions to comply with 
the special tax rules relating to close 
companies; to companies entirely in 
the beneficial ownership of another 
company so that dividend payments 
are exclusively inter-company trans- 
actions; and lastly, to investment 
trusts as defined in section 359 of the 
Income and Corporation Taxes Act 
1970. 

Where a company has increased 
its paid-up capital since the last 
dividend declaration in a corres- 
ponding period in the previous year, 
and the increase in share capital 


And ` 


reflects new capital subscribed, the 
dividend may be increased propor- 


tionately. Otherwise, dividends de- 
clared during the standstill should not ` 
exceed the total amount distributed 
in the corresponding period last year. 

Any inquiries from companies con- 


-cerning the standstill may be addressed. 


to the dividends section of the 
Treasury. The Treasury has power to. 
make exceptions to the standstill, but 
only in the most special circumstances. 


Growth Prospects 


AX integral part of the package 
offered by the Government to the 
TUC during the recent abortive 
negotiations was the expectation of a. | 
5 per cent growth rate within the 
coming year. While Mr Barbers 
budgetary policy for some time past 
has been based upon such an ex- 
pectation, there have been relatively 
few signs that it would be achieved. 

The latest four-monthly Industrial 
Trends Survey conducted among some 

1,300 member firms by the Con- 
federation of British Industry no 
offers real hope not only that such 
a growth is within the capacity of the 
U.K. economy but also that industrial 
output is now beginning to rise. A 
rather greater number of respondents 
than was the case in the previous 
survey are now more optimistic abou 
the coming year’s prospects, althou; 
it is noteworthy that more than half 
see no reason for changing the 
views that conditions are not likely 
to change. 

However, there are signs that stoc 
are no longer being run down at the 
rate of recent times and, while 59 
per cent of respondents are still 
operating below full capacity, this is 
a lower figure than for some time past. 

The two main obstacles to a buoyant 
future are, of course, the future rate 
of pay awards and the current low 
level of investment. As far as the. 
former is concerned, everything now. 
depends on how the Government's: 
new policy will function. The present 
level of investment in new plant is 
still depressingly low and the CBI 
believes that the volume of such 
investment must double to absorb 
about 18 to 19 per cent of the gross 
national product if the prospective 5 
per cent growth rate is to be sustained. 

There should be no difficulty in. 














achieving a considerable boost. in 


production if business confidence in 
the future is helped by the Govern- 
ment. There is ample unutilized 
capacity and, while there are limited 
supplies of skilled labour, there is no 
reason for believing that bottlenecks 
would impose a check on any expansion 
during the first 12 to 15 months. After 
that, however, future improvements in 
the national growth must depend 
upon new investment. 

Firms in the capital goods industry 
report a revival of interest in their 
products but there is a long way to 
go yet. Furthermore, to the extent 
that any future expansion must be 
export-led, it is imperative that pay 
increases be kept to an acceptable 
level. This is still the main problem. 


New Post for 
Mr John Davies 


HIS week’s reshuffle of Cabinet 

and other Government appoint- 
ments brings Mr John Davies, M.B.E., 
F.C.A., J.DIP.M.A,, to the position of 
“Mr Europe’ as Chancellor of the 
‘Duchy of Lancaster, in succession to 
Mr Geoffrey Rippon. Mr Davies, 
former Director-General of the CBI 
‘and Conservative MP for Knutsford 
since 1970, is a fluent linguist with 
obvious qualifications for his new 
‘appointment; indeed, it has been 
~ freely suggested that this was delayed 
only on account of his personal 
involvement in last week’s abortive 
talks on the control of inflation. 

Mr Peter Walker, at 40 the youngest 
‘member of the Cabinet, succeeds Mr 
Davies as Secretary of State for Trade 
and Industry, following his successful 
< tenure of office as Secretary for the 
Environment. In his new capacity, 
it will doubtless fall to Mr Walker 
to deal with a question put down to 
Mr Davies last week by Mr Tam 
Dalyell (Lab., West Lothian), who is 
asking what part the DTI played in 
the departure of Lord Cole and Mr 
‘Tan Morrow, C.A., F.C.M.A., from the 
board of Rolls-Royce and the ap- 
pointment of Mr Kenneth Wilkinson. 
- Several other MPs have tabled 
questions to the DTI on the un- 
solicited issue of bank credit cards. 
Mr David Stoddart (Lab., Swindon) 
‘wants retailers’ full costs of adminis- 
tering the scheme to be borne by the 
users: Mrs Jill Knight (Con., Edgbas- 


ton) is asking for restrictions on the 


unsolicited issue of credit cards, and 


Mr John Gilbert (Lab, Dudley) 
wants powers to limit the liability 
of card-holders in respect of cards 
stolen or mislaid. 


Executive Salaries 
ESPITE the fact that UK execu- 


tive salaries have maintained an 
increase rate of 10 per cent per annum 
for the last three years, the vast 
majority of UK managers still earn 
under £5,000 pa The typical UK 


middle management executive is seen: 


as 43 years old, earnings £4,600 p.a.; 
he has been with his present company 
for 12 years, and in his present job 
four years. He probably has a company 
car and four weeks’ annual holiday, 
no bonus, and the same pension rights 
as everyone else in the company’s 
scheme. In the last couple of years, 
he has probably come to realize that, 
whilst he enjoys certain advantages, 
his job is not so. secure as it was. 

These are amongst the conclusions 
of the latest Inbucon/AIC executive 
salary survey, the most comprehensive 
of its type. The present report 
analyses the situation at July rst, 
1972, from a sample of 6,500 execu- 
tives in 514 companies. Behind the 
overall average salary of £4,600, 69 
per cent of the sample earned less 
than {£5,000 pa, 26 per cent between 
£5,000 and £10, 000, 4 per cent 
between £10,000 and £15,000 and 
only 1 per cent over £15,000. 

Levels of salaries for different 
management functions varied con- 
siderably, and the overall average 
figure of £6,500 for the 1,000 directors 
included in the survey covered ex- 
tremes in both directions. Managing 


. directors in the smallest companies 


(less than 250 employees) averaged 
about £6,000 pa, rising to over 
£20,000 p.a. in large companies with 
10,000 employees or more. Directors 
also holding the post of company 
secretary fared marginally better than 
finance directors in companies whose 
annual turnover did not exceed {10 
million, beyond which the position 
was sharply reversed in favour of the 
finance director. 

Contributors to the recent corres- 
pondence on the relative standing 
of accountancy and secretarial quali- 
fications may draw their own con- 


clusions from the finding that the ` 
average salary of 209 company sec- ` 


retaries surveyed was £5,211, and 
that of 669 chief accountants £4,437. 
These findings are based, of course, 
upon the nature of the appointment: 
held rather than upon membership. 
of any particular professional society. 

This eleventh Annual Survey of 
Executive Salaries and Fringe Benefits. 
is published by Inbucon/AIC Salary. 
Research at 197 Knightsbridge, Lon- 
don SW7, price £25. 


international Business 


ERGER of. one company with 

another in the same industry, 
according to Sir Derek Pritchard, 
President of the Institute of Directors, 
‘is rather like a marriage, from which 
it is both difficult and costly to get 
out’. By comparison, the purchase of 
shares or an exchange of sharehold- 
ings could be likened to an engage- 
ment — it might be broken off 
unilaterally, even if expensively ~ and 
a contested take-over bid, in an ex- 
treme situation, was tantamount to. 
rape. $ 
Sir Derek was speaking last week. ` 
on the theme of ‘Reaping the European. 
Harvest’ to members of the Anglo- 
Dutch Business Co-operation Forum. 
Though the take-over bid was a 
recognized feature of business in the 
UK, it was relatively unknown in 
Holland or elsewhere in Europe; 
and while the successful acquirer 
could jump at once into the driving 
seat, this might be disastrous if he 
did not thoroughly understand the 
business. In a foreign country, he 
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suggested, take-overs could lead to 
animosity from customers and the 
general public and were best avoided. 
Drawing on his own experiences in 
the cases of Allied Breweries and 
Rothmans International, he argued 
that most of the successful mergers 
across national borders were the result 
of two international groups, with 
considerable experience of and regard 
for one another’s efficiency and pro- 
ducts, deciding to join together. 


Retirement of 
IMTA Past-Presidents 


TWO Past-Presidents of The In- 
stitute of Municipal Treasurers and 
Accountants, Messrs Herbert Keeling, 
opp, FIMTA, F.R.V.A., and Francis 
Stephens6n, F.1.M.T.A., announced 
their retirements last week. Mr 
Keeling, Borough Treasurer of Worth- 
ing, was President of the IMTA in 
1965-66, and Mr Stephenson, City 
‘Treasurer of Birmingham, in 1970-71. 
A distinction shared by both Past- 
Presidents is that of having obtained 
honours in their final examinations ~ 
Mr Keeling in 1931 and Mr 
Stephenson in 1936. 
The retirement is also announced 
of Mr Frederick G. Jones, F.1.M.T.A., 
‘City Treasurer of Sheffield and a 
‘member of the IMTA since 1935; 
and of Mr Richard Jones, F.1.M.T.A., 
County Treasurer of Cardiganshire, 
after 42 years’ local government service. 
"Their successors in these appoint- 
ments are announced under ‘Notes and 
Notices’ in this issue. 





Warning on Government 
Control of the Profession 


WARNING that the accountancy 
F’Nprofession faced the danger of 
government control unless the various 
bodies spoke with one voice on 
important matters was given by Mr 
A. I. Mackenzie, B.A., C.A., President 
of the Institute of Chartered Ac- 
‘countants of Scotland, speaking at the 
_ssth annual dinner of The Association 
of Scottish Chartered Accountants in 
London last Monday. 
Me Mackenzie said that in the 
UK the Scottish Institute continued 
_ to seek a constructive approach in their 
-relations with other accountancy 
“bodies. While various bodies might 
take their own line on education, 















ACCOUNT 


harm would be done to the profession 
if it was not seen by the Government 
and the public to be speaking with one 
voice on such matters as company law, 
taxation and accounting principles. 

Perhaps even more important at the 
present time was the relation of the 
profession to Europe. In his view 
there was a serious risk of official 
pressure being brought to bear on the 
profession, perhaps at the instance 
of other European countries, to ensure 
that in some way or another they 
spoke with one voice. He thought 
they preferred to see the success of a 
voluntary system. 





VAT and Professional 
Appointments 
PPOINTMENTS as auditor, con- 


sultant, director or various other 
offices commonly held by profes- 
sional accountants may fall within the 
scope of value added tax. Discussions 
between representatives of the. allied 
accountancy bodies and HM Customs 
and Excise have reached an under- 
standing of the application of section. 
45 (3) of the Finance Act 1972. : 
Under section 45 (3), if a person 
accepts an office, other than a public 
office, in the course of carrying on a 




















Human Asset Accounting 


CCOUNTING for human resources, discussed in three contributed articles 
in The Accountant -the most recent being that for September 28th ~ forms 
the subject of a recent joint publication by the Institute of Personnel Management 
and the Institute of Cost and Management Accountants. Unlike other resources = 
money, materials, machines and marketing - manpower has hitherto eluded 


financial evaluation. 

The present authors, Messrs W. J. 
Giles, director of the Roffey Park 
Institute, and David Robinson, of 
Spicer and Pegler & Co, base their 
proposals on the use of a ‘human asset 
multiplier’ of similar significance to 
that used in calculation of a price- 
earnings ratio. All expenditure rele- 
vant to jobs in a particular category, it 
is suggested -such as recruitment, 
training, familiarization and develop- 
ment costs — would be capitalized by 
application of the appropriate multi- 
plier; losses in the form of redundan- 
cies, transfers and retirement would be 
deducted at capitalized value. 

Feasibility of the system, it is 
admitted, must depend upon the 
accuracy of definition of the multiplier 
applicable to a particular individual or 
job category, and the relation of the 
‘human asset value’ to conventionally- 
measured assets. Thus, for example, 
the ‘asset value’ of an employee in the 
lowest grade, in terms of potential 
contribution to profit, might be less 
than one year’s remuneration, indicat- 
ing a multiplier factor of less than 1, 
whereas the greater contribution and 
more significant value of the higher 
grades would justify a multiplier of 
3, 4 or even higher. 

In a specific instance, the ‘going 








































concern’ value of a business was 
estimated, on an appropriate earnings 
ratio, at £210,000, against net assets 
of £72,000 ~ giving a ‘goodwill’ ele- 
ment of £138,000. The largest factor 
in this  goodwill—representing the 
company’s special relationship with 
its customers and so on~ was cons 
sidered to be the human. factor, and 
represented approximately 1-17 times 
the gross payroll — though this average 
would doubtless vary quite widely as 
between the four grades of senior 
management, middle management 
supervisors and operatives. S 
Another example quoted suggests 
that. expenditure of £100 on senior 
management could be expected to 
yield {165-7 of maintainable profit, 
compared with only {103-6 for the 
same expenditure on operative grades 
-a point not without significance, it _ 
may be thought, in the light of recent 
statistics from the Engineering Em- 
ployers’ Federation of the relation. of 
added values to wages and salaries. 
(The Accountant, November 2nd). _ 
Human Asset Accounting is available 
from the Institute of Personnel Man- 
agement at 5 Winsley Street, London ` 
WIN 7AQ, price {1-25 (75p to IPM 
members). sage 









of the office are treated as supplied 
in the course of a business carried on 
by him. The effect is to bring within 
the scope of VAT any fees received 
from holding such offices subject 
to the following. 

` Fees received by persons acting in a 
professional or similar capacity as 
auditors, consultants, lecturers and the 
like are regarded as taxable under this 
provision. If the fee is paid into the 
individual’s account, then he per- 
sonally is regarded as making the 
~ taxably supply and is liable to be 
registered if his taxable turnover 
exceeds £5,000 a year. If, however, 
the fee is paid into a partnership, 
practice or other business account, 
then the partnership or business is to 
be regarded as making the taxable 
supply. 

Directors’ fees are not regarded as 
taxable of themselves, but become 
taxable as arising in the course of 
carrying on a trade, profession or 

















trade, profession or vocation, any ` 
services supplied by him as holder 





vocation if paid into a partnership, 


practice or other business account. 


The receipt of directors’ fees in excess 


of £5,000 a year does not therefore 
render a person liable to register for 
VAT, but such fees paid into a part- 
nership, practice or other business 
account are regarded as taxable sup- 
plies made by that partnership, prac- 
tice or business. 


Dispute on Dissolution 


XCUSES for failure to attend 

diligently to the affairs of a partner- 
ship might be more readily accepted 
today, it was recently suggested in 
the High Court, than in the Victorian 
era when cases were decided on the 
basis of partners’ rigid reciprocal duty 
to one another. Counsel for Mr 
F. B. C. Chance, F.A.LA., FGIL, a 
member of the Council of the As- 
sociation of International Accountants, 
submitted that there was no recent 





authority or ‘reasonable excuse’ in 
such circumstances. 





An action by Mr Chance against 
Mr T: M. Watts, F.c.a., a former 
partner in the firm of Frederick 
Chance & Co, was disposed of be ` 
consent, on terms that there should be 
an inquiry before a High Court- 
master as to what damage, if any, Mr 
Chance had suffered by reason of 
Mr Watts’ alleged failure diligently to ` 
attend to the affairs of the partnership 
between October "et, 1966, and June - 
3rd, 1967. The partnership between. 
Mr Chance and Mr Watts was formed: 
in March 1963, and prospered until 
1966; notice of termination was given 
by Mr Watts in January 1967, and the 
partners separated the following June. — 

Granting the order for an inquiry, 
Mr Justice Goulding expréssed the 
hope that, for the sakes of the two 
parties, it would not lead to the making 
of any new law. A further dispute 
between Mr Chance and Mr Watts on ` 
the final accounts of the partnership 
was settled on undisclosed terms. 










THIS IS MY LIFE 


Worm’s Eye View 


by An Industrious Accountant 


E d has been said, in older but more pompous days, that 
_ Kno man is a hero to his valet. An equally penetrating 
_ analysis is sometimes available from the lowest level of the 
_ industrial hierarchy, that of the new recruit. 

— Evidence was presented in carefree comment when my 


e daughter finished her typing/shorthand/book-keeping ` 


_ course in the local secretarial college and ventured with two 
` co-pioneer friends into the great unknown world of com- 
merce. The college principal, an experienced lady, bright 
` of eye and acid of tongue, fixed their appointments and 
` sent them forth. ‘Speak up boldly, show your speed certi- 
` ficates, and remember that the minimum rate for beginners 
_ je £15 per week’, she admonished them. 

They went first to a large factory to be interviewed by the 
_ Son of the general manager, a sophisticated young salesman, 
_ gaudy of shirt and superior of manner, known around 
town as a coming tycoon. He saw the three of them 
` separately and later, after keeping them sitting in the 
vestibule for nearly an hour, saw them together. In today’s 
_ fierce economic pressure, he explained, his maximum offer 








would be just below Zo to start; those interested could ` 
think it over and let him know in the morning. Se 

They brought the tale breathlessly back to the principal, 
who promptly seized the phone and cut the upstart back 
to size. An insult to herself, her college, and her pupils, ` 
was one of her less caustic phrases, and he ended up apolo- 
gizing profusely. I related the tale to Scotty, who grinned 
hugely and warned his buyer to check their factory’s 
deliveries for defective items in future. 

The second girl was interviewed by a local solicitor in 
person, urbane, silver-haired, and paternal. When she 
rejected his £9 offer, he bade her return next morning, 
when after some pointless chit-chat, he raised the offer by 
50 pence. This being rejected, he had the cheek to suggest 
another appointment the next day. 

She didn’t return. She told her pals he smiled like a 
crocodile. I think of it whenever I see him. 

My daughter got a post in a smallish retail store. The 

pay was right, the boss chatty and informal, and the work 
varied enough to prevent boredom. She typed, wrote up ` 
books, was deputy-receptionist, and made the tea. It was 
fun. : 
A week later, she mentioned she was making the lunch- 
time lodgements also; as the bag was heavy, the boss was ` 
getting her a wrist strap lest she drop it. My answer startled ` 
her. He couldn’t be what I called him, surely, she protested; ` 
and anyhow, bag-snatchers wouldn’t be violent, would - 
they? ` ae 

At this stage, my blood-pressure was rising dangerously, 
and her girl friends were in hilarious giggles; so I gave ` 
her twenty-four hours to change the set-up, or else... — 





Wh at kind of investment 
is excluded fror 





Case V1 of Schedule D 
-= andisfree of 
Capital Gains Tax? 


Welfare Single Premium Bonds 


As our Taxation Expert states “How if you would like details of Welfare _ 
many investments are there in the UK Single Premium Bonds just send off the» 
which provide ` income’ that is not charge, coupon toour Bond Department. 

-able to income tax under Schedules A, B, C, 
D or F and where any ‘capital gains’ are a ee ee eee eee 
specifically exempt from a charge to capital r Please send me details of TAAL | 

gains tax.” Welfare Single Premium Bonds: 









Welfare Single Premium Bonds offer Company Ne 


those taxation advantages to any company Address ... ocean ` 
~ or individual witha lump sum to invest, plus 
in the case of individuals, valuable 


life. assurance protection. WELFARE INS SURANCE CO. LTD. 
35/37 Cannon St., London EC4M SSE 
Tel: 01-236 0781 





Knight 
Frank & 
Rutley 


Auctioneers and Surveyors 


Valuers of Industrial Properties 
Plant and Machinery 
Fire Loss Assessors. 


G 


20 Hanover Square, London wir oan Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 app Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tei. 0432 3087 



































Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and — without any 
form-filling — study the classified registers, Over 500 vacancies 
in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 
More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 


to Partners. Salaries: U.K. — up to £5,000; Overseas — up to 
£10,000. 


Commerce and Industry: R. Thornhill, 01-628 8860 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000-+-. 

Temporary Staff: M. Farrer, 01-628 0391 

Terms are better than is usual for temporary assignments. 
EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 


of them is the man you seek, To find out ring me now and 
q shall let you know within the hour. 


R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


47 Finsbury Court, Finsbury Pavement, London EC2A THT 



















































WHY DEAF CHILDREN 
NEED YOUR 
CLIENT'S HELP 



















Junt think what it means to be deaf. Particularly to a 
child. 

It cuts them off from other children. It removes them 
from the rough-and-tumble of childhood. It makes it 
hard for them to speak, let alone to hear. 

The National Deaf Children’s Society does what it can 
for deaf children. It helps the parent as well as helping 
the child. It institutes Research. It deals with all 
Government Departments and with Local Authorities 
over the special needs of Deaf Children. 

All this - and much more besides — costs money. When 
you have occasion to give advice about Covenants or 
Legacies, please remember us, and our children. 

And you might like to give just a little bit, yourself. 























THE NATIONAL 
DEAF CHILDREN’S SOCIETY 


Patron: H.M. Queen. Elizabeth, The Queen Mother. 
Gloucester Place. London Wi. 



















































Straddling and Transitional Provisions 


by ALLAN CINNAMON, F.C.A. 
Partner in Robson, Rhodes & Co. 


Action may be needed now if a company is to maximize the benefits, or at least 
minimize the detriments, occurring during the period of changeover to the new 
corporation tax system. While the changeover date is April 1973, many companies 
are either in their accounting period straddling the changeover, or else rapidly 


approaching it. 


Dividend policy in the straddling period — and even prior to it — could materially 
affect the straddling and transitional tax reliefs accruing to a company. In short, dividend policy decided at this very 
moment of time may have a profound effect on these reliefs. Most of this article will deal with dividend planning, since 
the straddling and transitional tax measures affect relief for advance corporation tax on dividends pai 


extent, however, taxable profits also enter into the picture. 


UN his 1971 Budget statement, the Chancellor of the Exchequer 
Jannounced the Government's intention of reforming the 
structure of corporation tax so as to remove the present dis- 
‘crimination against distributed profits [The Accountant, 
“April 8th, 1971]. After April sth, 1973, UK companies will 
pay their dividends ‘net’ to shareholders. There will be no 
necessity to account for Schedule F income tax to the Revenue 
-as under the present system. 

Thus far, the change in system is a reversion to pre-1965. 
There is, however, one essential difference. The new system 
requires a company to make a tax payment equal to three- 
sevenths of the cash dividend paid to shareholders. Thus a 
company paying a cash dividend of, say, £7,000 will at the 
same time pay tax of £3,000 to the Revenue. 

This tax payment will not be a Schedule F tax payment, but 
an advance payment of corporation tax (ACT). If the company 
earns taxable profits within the same accounting period, the 
ACT paid will be set off against the corporation tax liability 
on those profits and only the balance (‘mainstream liability’) will 
be payable on the normal due date. General limitations on the 
` amount of ACT that may be set off are specified in section 85 (2), 
-Finance Act 1972, but need not concern us here. 

Thus; with the abolition of Schedule F, the tax cost of paying 
‘dividends after April sth, 1973, will generally be cheaper than 
‘under the present system. There are exceptions, however, 

relating to close companies and to the ‘devaluation’ of franked 
investment income, wffich will emerge later in this article. 


‘Anti-avoidance measures 

If the Government were to leave matters without taking any 
` preventive action, there would clearly be a general move to defer 
_ payment of dividends until after April sth, 1973 (subject always 
to the possible danger of dividend restraint); a natural reverse 
trend to 1965-66, when companies would have been tempted to 
` maximize distribution of their profits prior to the introduction 
“on April 6th, ropp, of a Schedule F tax on dividends. 

Je will be recalled that in 1965 and 1966 the then Government 
enacted complex anti-avoidance and transitional measures to 
` prevent the forestalling of dividend payments. In the same way, 





äis article is based on a talk given during September, to the North 
` West Society. of Chartered Accountants. 


Corporation Tax Reform 


d. To a lesser 


simpler measures are contained in Schedule 23 of the Finance 
Act 1972, to prevent deferral of dividends. SE 

Having outlined the basis of the new regime and emphasized 
the cheaper tax cost of dividends paid under it, we can now 
consider the transitional provisions contained in Schedule 2 
Not unnaturally, these provisions concern themselves with 
dividends paid in the period spanning the old and new regim 
and under the new regime itself. 

The main provisions are contained in paragraph 1 (the 
straddling provisions governing the accounting period straddling 
April 5th, 1973) and paragraph 2 (transitional provisions govern. 
ing the next two accounting periods). In general, the remainin 
paragraphs of schedule 23 are merely supplementary to these 
two. ` 


The straddling provisions 


In the words of paragraph 39 of the White Paper, if it were not 
for these straddling provisions ‘ . . . companies with, for exampl 
a calendar year accounting period (AP) would find their tota 
corporation tax bill varying to an irrational extent according t 
whether their main dividend in the year was paid before or aft 
the transition’. 
The ‘straddling period’ (SP) is the AP of the compan 
bridging the changeover date from the old to the new system 
April 5th, 1973. Were it not for the straddling provisions, 
company would merely be entitled to a set-off for the ACT pai 
by it on dividends paid in the part of the SP following April sth 
1973 — that is, dividends paid under the new regime. as 
Instead of this, the ACT actually paid is ignored and distribu 
tions for the entire SP are apportioned on a time basis, with AC’ 
relief on the time-apportioned part beyond April 5th, 1973 
Thus a company with distributions proportionately greater i 
the pre-April 6th, 1973, part of the AP will generally be entitle 
to an ACT set-off greater than the ACT actually paid in th 
latter part of the SP, and vice versa. a 
We can now examine the provisions in detail. Fe 
Looking at the SP, we have to add together for post-April 5th 
1973, time-apportionment, the excess of distributions o 
franked investment income (FII) in each of the pre- and post 
April 5th, 1973, parts of the SP. For this purpose: 


G) distributions do not include inter-group dividends pai ; 








the new system. 
(ii) distributions made after April sth, 1973, are grossed up by 
the amount of ACT paid on them; i.e.: 
Cash dividend .. a .. £70 
Grossed (franked) dividend .. £100; and 
(iti) FII does not include intergroup dividends received gross 
under the present system, and without ACT under the new 
system. 










. There is one important exception to be noted. If the excess 
of distributions over FII in the pre-April 6th part of the SP 
is larger than the excess in the whole of the year 1972—73, the 
latter figure must be substituted. 

At first glance this sounds impossible. The answer is that it 
envisages a situation in which a large amount of FII is received 
in 1972-73 prior to the beginning of the SP. Were it not for this 
provision, the door could be opened to wholesale straddling 
maximization; a company could arrange to receive its franked 
investment income before the beginning of its SP, and then pass 
‘it on to its shareholders by way of dividend paid in the SP. 
` A simple example follows: 


Span Ltd makes up accounts to December 31st. It pays 
` dividends and receives FII, as follows: 


September 1972, dividends paid (gross amount) . . 80,000 
March 1973, dividends paid (gross amount) 100,000 
March 1973, FII received (gross amount). . 10,000 
August 1973, FII received (cash received) 3,500 
September 1973, dividends paid (cash paid) 35,000 


Computation of ACT set-off, due April 6th to December 31st, 1973 
{a) January 1st to April 5th, 1973 
Dividends paid 
Less Fil 


100,000 
10,000 





90,000 
— (D) April 6th to December 31st, 1973 
Dividends paid-grossed by ACT 
(£35,000 -+ £15,000) 

Less Fil 

(£3,500 + £1,500) 





50,000 


5,000 








45,000 





135,000 


101,250 


Total distributions less FII 





Proportion from April 6th, 1973, say 9/12ths 





ACT set-off, 30 per cent (due against CT 
liability of year ended December 31st, 
1973) 





£30,375 





{Compares with ACT paid of £13,500) 


— Going back to the basic data, there are a number of factors 
- which, if considered in time, could have produced: additional 
ACT reliefs for set-off against corporation tax liabilities : 





(1) The September 1972 dividend could have been deferred for 
payment in, say, January 1973. This would have produced 
additional ACT relief of, say, £80,000 x 9/1aths x 30 per 
cent = £ 18,000. 


(2) The September 1973 dividend could have been deferred for 
payment in, say, January 1974; since the dividend would 
then be paid after the end of the SP, ACT paid thereon 
would normally be allowed in full (having been restricted to 
nine-twelfths previously), This would then produce addi- 
tional ACT relief of, say, £50,000 x 3/raths x 30 per cent = 
£35759. 


gross under the present system, and without ACT under 











The FIH of £10,000 received in March 1973, might have 

been received instead in, say, December 1972. This could: 
produce. additional ACT relief (subject to the exception 
mentioned prior to the beginning of this example) of, say, 
£10,000 X 9/1aths x 30 per cent = £2,250. 

(4) 1f the FIT was received from a subsidiary or consortium 
company it could be received gross instead of net. This 
would produce additional ACT relief of: 


(3) 





(a) £10,000 X9/12ths x 30 per cent (as above). . £2,250 ) 
(b) £5,000 x 9/1aths x 30 per cent i 1,125 
£35375 


Transitional provisions 


A company satisfying all the following conditions need not 
concern itself with the transitional provisions in paragraph 2 of ; 
Schedule 23. If any of these conditions is not satisfied, however, 
the company will come within paragraph 2. 

The practical outcome of this is that the ACT claimed for the 
straddling period and the ACT paid. in the following two 
accounting periods may not be fully allowed as a set-off against ` 
the corporation tax liabilities of those periods. Paragraph 2: is 
thus restrictive in its operation. 

The conditions the company needs to meet are as follows: 


(1) That it is continually UK resident and active as an invest- 
ment or trading company throughout 1971-72 and 1972-73. 
(2) That its excess of distributions made over FII received in 
1972-73 is at least equal to the corresponding excess for 
1971~72. As with the straddling provisions, dividends paid 
or received gross are ignored for this purpose. 
(3) That at any time between April 6th, 1972, and the end of its ` 
‘base period’ (defined below, but in the case of a company. 
with a calendar year-end, December 31st, 1975): on 
(a) it is not a more than 5o per cent subsidiary of a UK 
company; and 

(b) there is no major change in the nature or conduct of its 
trade or business; and 

(c) there is no change in its ownership. 


Conditions 3 (b) and (c) will be familiar to readers of section 
483 of the Taxes Act 1970, dealing with the sale of tax loss 
companies; the relevant definitions are broadly the same. 

Investment companies need to be particularly wary. Section 
101 (4) (d), Finance Act 1972, defines a major change in the ` 
nature of an investment company’s business as ‘a major change 
in the nature of the investments held . . .’. New acquisitions may 
thus bring an investment company within paragraph 2. 

Since the fulfilment of conditions 3 (a), (6) and (c) is contin- 
gent on events that may or may not occur between now and 1975, 
it could be said that every company is potentially subject to the 
transitional provisions. ` 

It might be argued that all parent companies should be able 
to opt out of paragraph 2 by ensuring that their net 1972-73. 
distributions at least equal those of 1971~72; and that discussion 
of the paragraph 2 provisions does not werit urgent considera- 
tion, particularly since they could be amended or revised by the 
Finance Act 1973. This attitude seems short-sighted for any ` 
one of the following reasons. In each case urgent consideration 


of paragraph 2 is needed right now: 

(a) As we have seen, companies at present outside paragraph 2 
may come within it retrospectively before the end of the ~ 
transitional period, because subsequent events disqualify... 
them from fulfilling condition 3 (a), (b) or (ce). 

(b) It may be that a company is confident it can meet the 
standards that we shall see are required by paragraph 2; 
for example, a property company can be reasonably con- 
fident of its future income over the next three or four years. 
In that case it could deliberately defer dividends until after 
1972-73 — and yet avoid any ACT restriction under para- 
graph 2. oe 








TRANSITIONAL PERIODS — TIME CHART 


(Company with a calendar year-end) 


January 1st, 


“Base date 1972 1972 


1973 


Base period 


December 31st, April 5th, 


December 31st. 
1975 


December 31st, 
1973 


December 31st, 
1974 





Distribution period 








ACT subject to disallow- 
ance es 


‘STRADDLED’ 


ACTUAL ACTUAL 





“Calculation of profit stan- 
dard ai 


> 





Calculation of distribution 
standard "A 








-s 

















(© There must be many subsidiaries that are likely to pay ACT 
on post-April 5th, 1973 dividends. There may be minority 
shareholders or, as we shall. see, it may be prudent policy 
for the subsidiary to pay ACT on dividends paid to its 
parent company. These subsidiary companies will neces- 
sarily be within paragraph 2, since by definition they will 

=: fail to satisfy condition 3 (a). 

@ It could be that the Finance Act 1973 may amend the rules 

to bring all companies within paragraph 2 in any event. 
Having accepted that urgent consideration of paragraph 2 
“could be essential for a great number of companies — including 
“the not so obvious — it will be seen from what follows there are a 
“number of tax planning measures that can be adopted. 

.. But first we have to discuss some basic definitions. The 
si time chart, reproduced above, will help. It assumes a company 
` with a calendar year-end. 

` Base date’ is the day following the last AP ending in 1971—72. 

‘Base period’ is the total period from the base date to the end 

of the latest AP beginning within four years from the base date. 

‘Distribution period’ is the period from April 6th, 1973, 

to the end of the AP, and each AP thereafter in the base period 
=a cumulative period. It is the ACT claims during this period 
which are subject to restriction under paragraph 2. 

‘Profit standard’ is basically 50 per cent of the total profits 

(excluding chargeable gains) in the distribution period. Since 
-the distribution period is cumulative this is a cumulative figure. 
Group and franked investment income are not includible. 
“Distribution standard’ is the post-April sth, 1973, time- 

apportioned fraction of the total distributions (net of FII) from 

the base date to the end of the distribution period. Again it is a 
` cumulative figure. Dividends received and paid gross are ignored. 
"There is a proviso similar to the straddling provisions, that 

the total 1971-72 and 1972—73 net distributions are included 

»instead, if this total is smaller than the net distributions in the 
-period from the base date to April sth, 1973. 
<o As with the straddling provisions, the post-April sth, 1973, 
¿© distributions are grossed by the ACT payable on them (the 
- grossed figure being described as a ‘franked payment’.) 
The distribution standard is denied to companies: (i) com- 
` mencing business after April 5th, 1972; or (ii) whose trade (or 
business) and ownership changes in the base period. 


S Choice of standard 


The company within paragraph 2 has the option of utilizing 
` the higher of the profit and distribution standards. The higher 
` standard will be treated as the deemed franked payments made 
Wee the distribution period beginning April 6th, 1973, and 








ACT calculated thereon at 30 per cent (assuming the three 
sevenths rate applies throughout the distribution period), ` 

It is this deemed ACT. which will be allowed as a. set 
against the corporation tax liabilities accruing during the dis 
tribution period beginning April 6th, 1973, if it is less than th 
ACT actually claimed during that period. Thus paragraph 
restrictive. It cannot increase the ACT set-offs claimed i in h 
transitional period. 

We can now illustrate the necessity for projecting the para 
graph 2 position over the whole of the transitional period. 


Crossover Ltd is a public company with no subsidiary companie: 
It makes up accounts to March 31st, and pays one dividend in 
following December. 

A dividend of £200,000 (gross). was paid in December 1971 
respect of the year ended March 31st, 1971. However, the’ pro 
for the year to March 31st, 1972, have fallen. substantially. Th 
problem is whether to maintain the 1971 dividend in order to sta 
outside paragraph 2, or whether to reduce the dividend asa resu! 
of the current fall in profits. 

The company is reasonably confident about its profit fore: 
to 1976. it is thus able to: make reasonably realistic. paragrap! 
projections which show that a reduction in the 1972 dividend 
£20,000 will not bring about any ACT restriction in the transitiona 


period. 

Dividend payments 
December 1971 Gross 
December 1972 Gross 
December 1973 Cash 
December 1974 Cash. 
December 1975 Cash 


Schedule D Case i profits 
Year to: March 31st, 1974 
March 31st, 1975 
March 31st, 1976 


(1) The company is within paragraph 2 of Schedul e 23, if only i 


1971-72. 


(2) Base date, April 1st, 1972. 
Base period, April Ist 1972 to March 31st, 1976. ; 
Distribution period, April 6th, 1973 to March 31st, 1976. 


(3) ACT set-offs claimed in distribution peron 
{say): £210,000 x 3/7ths 
£350,000 x 3/7ths 
£525,000 x 3/7ths 


Total ACT potentially SEN to SE 2 
disallowance... 






` (4) Profit standard 


April6th; 1973 to March 31st, 1974 — say 900 

- Year to March 31st, 1975 D $s 1,200 
Year to March 31st, 1976 — .. Sc x 1,500 
3,600 

50 per cent £1,800 

(5) Distribution standard £000 


Dividends paid April 1st, 1972 to March 31st, 1976 
December 1972 D Së dëi Ss 20 
December 1973 (£210,000 + £90,000) 








300 

December 1974 (£350,000 + £150,000) 500 
December 1975 (£525,000-+ £225,000) 750 
£1,570 

Proportion beyond April 5th, 1973, 36/48ths, say £1,180 





“(6) The profit standard produces the greater deemed franked 

: payments (£1,800,000) on which ACT allowable would be 
£540,000. Thus there will be no restriction on the ACT of 
£465,000 actually claimed (see 3 above). 

(7) The company thus has no tax need to equalize its 1972-73 

dividends with those of 1971-72. 

A number of general principles emerge in relation to the 
distribution and profit standards. "I he distribution standard 
nvariably produces a disallowance of ACT when a company 
has a rising dividend pattern over its base period. This clearly 
happens because the standard is a post-April 5th, 1973, time- 
apportionment of the total dividends paid over the entire four- 
year base period. The ACT on the resultant figure is bound to be 
ess than the ACT actually paid on post-April 5th, 1973, 
dividends. The lower rate of pre-April 6th, 1973, dividends 
weighs down the average. 

Dividends paid now will enter into the calculation of the 
distribution standard, since all companies are now in their base 
period. Thus companies normally paying their dividends gross 
` Should reconsider now whether to pay them under deduction of 
" tax, This is relevant, not so much to a wholly-owned subsidiary 
_ (where any advantage achieved will generally be cancelled out 
` by a disadvantage to the parent) as to one partially owned or 
_ owned by a consortium. As a major by-product, the payment of 
_ dividends net in the straddling period will attract ACT relief. 
__. The profit standard should generally produce a better result 
han the distribution standard. It is based on post-April sth, 
1973, profits; the calculation is not a time-apportionment average 
over the whole base period, so it is closer to reality than the 
istribution standard. 

Where there is a high dividend cover — and subject of course to 
-heavy capital allowances and other special factors — the profit 
‘Standard should prevent any ACT disallowance. Ignoring 
divergences between financial and tax profits, the minimum 
_ dividend cover required to avoid a paragraph 2 disallowance of 
_ ACT is one and three-sevenths, i.e.: 





























£ £ 
coe Profits 100 
= Corporation tax (50) 
Available profits Ue fis Le ee 50 


Cash dividend 35 grossed 50 


- Profit standard: 50 per cent x 100 D 50 


-Dividend cover 





Since the profit standard is based on profits liable to corpora- 
tion tax the following controllable factors should be considered 
with a view to maximizing taxable profits from April 6th, 1973. 
But over-enthusiasm should not blur the fact that this could 
result in a saving of ACT of (5030 per cent)=15 per cent, 
with a loss of corporation tax of up to 50 per cent. However, 
it may be that the claims forgone can be taken up by other 
group companies not requiring a profit standard. 


(1) Capital allowances (disclaim or postpone). 
(2) Loss elections. 

(3) Payment of charges on income. 

(4) Group relief. 


(5) Receipt of unfranked income — particularly dividends from 
overseas subsidiaries, attracting credit relief. 


Close companies 


There are two reasons why close companies are unlikely to be 
troubled in practice by paragraph 2, even though they may be © 
technically within it. Both of these reasons are allied to the fact: 
that close companies normally pay a minimum dividend in order 
to meet shortfall requirements. 

First, because of the minimal dividend payment, the dividend 
cover is likely to be sufficiently high for the profit standard to 
fully cover the ACT set-offs claimed in the distribution period 
beginning April 6th, 1973. Second, close companies have open 
to them a further significant standard in addition to the profit 
and dividend standards. 

Quite simply, the effect of the additional standard provided 
by paragraph 5 (3) of Schedule 23 is to allow in full all ACT 
paid on post-April 5th, 1973, dividends, if it can be shown that 
those dividends were paid in order to avoid a shortfall assess- ` 
ment. Since most close companies pay dividends only for this 
reason, they should be completely free of any paragraph 2. 
restrictions. DE ER 

One aspect needs watching, and that relates to the straddling — 
period. Straddled ACT claimable on pre-April 6th, 1973, 
dividends will not be covered by the close company standard. 
Exoneration applies only to ACT paid on post-April sth, 1973, 
dividends. 

We can now consider the timing of close company dividend 
payments. There is a period of 18 months during which a close 
company may make dividend payments relating to an accounting 
period, It is therefore open to close companies whose accounting 
periods end, say, from October 31st, 1971, onwards, to pay the. 
necessary dividends either pre- or post-April 5th, 1973. 

At first glance ~ and subject to surtax or higher rate tax — it 
seems best to postpone dividend payments until April 6th, 1973, 
onwards; that way shareholders will receive an extra 8-75 per 
cent, resulting from the reduction to a basic rate tax of 30 per 
cent. As mentioned above, the deferral of dividends into 1973-74 
is unlikely to present a close company with any paragraph 2 
restriction. 

Unfortunately, the problem is not quite so straightforward. 
This is because a required standard of, say, £1,000, while 
needing a £1,000 gross dividend if paid pre-April 6th, 1973, 
will need a £1,000 ‘net’ dividend (£1,430 franked payment) 
if paid after April sth, 1973. Each case must be considered on its 
merits, having regard to shareholders’ marginal tax rates and 
straddled ACT relief. If the dividend can be deferred until after 
the end of the straddling period, so much the better for paying 
it after April 5th, 1973. 

In the following example it would in fact be better overall to 
pay a dividend pre-April 6th, 1973 — although looking at the 
shareholders alone, they would be better off to receive a dividend 
after April 5th, 1973. Differing surtax or higher rates, and 
accounting periods, could produce the opposite results. Clearly 


















_ The new Save and Prosper Personal 
Pension Plan provides a complete 
personal pension scheme for the self- 
employed. The Plan now offers greater 
- tax advantages and greater flexibility 
than ever before. 


It has six important advantages: 
| Two new tax-exempt funds. The planholder can link 
1 his Plan to either. Through the Save and Prosper 
- Property Pension Fund his pension can be built up 
` through an investment in property, and through the 
Save and Prosper Equity Pension Fund it can be 
- built up in stocks and shares. Since both these funds 
are completely tax exempt all investment 
` accumulation is entirely tax free. 


Contributions are flexible. The planholder can vary 
2 the amount and frequency of his contributions and 
f the fund to which they are linked and can invest any 
` amount up to £1,500 a year or 15% of his net 
` relevant earnings, whichever is the less. 


SS Eee 


S & P Services Limited, 


122-138 Leadenhall Street, London EC3P 3HX. 


Personal Pension Plan 


Please send me further details of the 
new Save and Prosper Personal Pension Plan. 


Name 


Address 


Save and Prospe 
ersonal Pension Plan 


—A new plan tailored 
to tomorrows needs 


Full tax relief on contributions. All allowable 
contributions qualify for full income tax and surtax 
relief, 


a fixed pension, or one that is linked to the value of 
the units in his Plan so that it has an opportunity of 
growth in the future. ` e 


A A choice of pensions. The planholder can take either» 


automatic protection for dependants, should the 
planholder die before retirement, and allows 
provision to be made for them after retirement. 


5 Protection for dependants. The Plan provides ` 


A tax-free lump sum. The Plan allows a tax-free 
lump sum to be taken at the beginning of retirement 


The flexibility of the new Save and Prosper Personal 
Pension Plan should enable anyone who is self-employed 
to provide themselves with a retirement pension that o 
meets their needs. Please complete the 
coupon below for 
literature or 
telephone S & P 
Services Ltd. on 
01-638 8922. 
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Now 








you can stay in one of 
De best 


hotels in New Yor 
-for free 


If you have a week to spare fly with us to normal economy airfare available for a one- 
New York this winter. week tour. The rest is on us. (Prices based 
We'll fly you over on one of our 747s. Put on 7/8~ day winter group inclusive tour fares 
you up in one of the best hotels in New York effective Nov Let to Dec.14th, 1972,and Tan, Gm 
(you have a choice of three). You'll have a to Mar, 3lst,1973 for groups of 10 passengers. 
single or double room with your own private You don't have to form a group yourself. 
bath. We take you sightseeing. And then Your‘travel agent or Pan Am will do it.) 
after a week we fly you back again. So, if that sounds like a nice thing to do, 
The all-inclusive tour prices start from ET. your travel agent can tell you more, orsend 
even that's a saving of about 30% on the for our brochure for full details. 


Pan Am 
(cr 


Suddenly, {you're somewhere else. 
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To Pan Am, P.O. Box 700, London SW4 


Please send me your free brochure of Pan Am's winter bargain tours 
to the USA. a 


Name ON eke el tl 


Address. — EE DEE EE S 
Se A3 






each close company needs to review its own position before 
April 6th, 1973, in order to decide when the dividend should 
best be paid. : 

‘Required standard ; 








Year to December 31st, 1971 £1,000 
Dividend paid 
April Aprii 
5th, 6th, 
1973 1973 
Dividend required to meet shortfall: ` ` £ £ 
Gross CS e Sie? ~» 1,000. 
‘Net’ .. : 1,000 (Grossed 
ooh : 1,430) 
ae income tax (say) (390) — 
22 SH 610 
-) Surtax 32-5 percent... ee, ye (325) 
Higher rates (70 per cent less credit 30 per 
cent) 40 percent oe (875) 
Net cash received by shareholders £285 £425 
Company's ACT position: 
ACT paid e E 8 — (430) 
Act relief — year to December 31st, 1973: 
£1,000 x 30 per cent x 9/12ths 225 
£1,430 x 30 percent x 9/12ths 320 
Ta Company's ACT relief/ACT lost £225 (£110) 
Total receipts (netted) .. £510 £315 


Groups of companies 
There is no provision for calculating paragraph 2 standards on a 
group basis. ACT will normally be paid by the parent company, 
in which case there will be no need for the subsidiary to calculate 
a standard, since under the group provisions it will not be 
making an ACT payment. 
But taking the not unusual case of a non-close parent which 
is a pure holding company, it will have little or no income liable 
~ to corporation tax and so will have no profit standard. It will 
thus be restricted to a distribution standard only. 
` Tn the case of a group with a rising profit and dividend 
record projected beyond April sth, 1973, a distribution standard 
is bound to produce some ACT disallowance, and a profit 
standard should generally produce a better result. In that case 
it will be necessary for subsidiary companies to ignore the 
group election and to pay ACT on their post-April 5th, 1973, 
` dividends to the parent, They will then measure any paragraph 
` a restriction by reference to their respective profit standards. If 
their dividend cover is sufficient, no disallowance of ACT should 
voceur. 
The parent company will receive FIL from the subsidiaries 
and will pay dividends théreout to the shareholders. No payment 
` of ACT will be made by it and thus it will be uninvolved in any 
‘paragraph 2 calculation. 
A group which is close throughout its base period is in a much 
: Jess complex position, and dividends might be paid by the 
subsidiaries without their paying ACT. Assuming, as is usual, 
` that it pays dividends purely to avoid shortfall, the ACT paid 
` ber the parent will not be restricted by paragraph 2 in view of the 
special ‘close company standard’ discussed earlier. 
While it is both difficult and dangerous to generalize, we can 
‘attempt to establish some broad principles in relation to group 
dividend planning. Principles (3) and (4) below are far enough 
into the future not to need urgent consideration, and should 
be reviewed after the next Finance Act; but in those cases it is 





















































assumed that the parent is a pure holding company and so with 
no profit standard of its own, and that the group is non-close. 


(1) Pre-straddling period a 
Subsidiaries should pay their dividends gross. Receipt o 
FII by the parent will be avoided to that extent and so ba 
the effect of maximizing: 

(a) its 1972-73 dividends — and so 
outside paragraph 2; and 
(b) its distribution standard. 


(2) Straddling period pre-April 6th, 1973 ae 
Subsidiaries should pay their dividends gross. Receipt o 
FII by the parent will be avoided to that extent, and so ha 
the effect of maximizing: ` 
(a) its 1972—73 dividends; 

(b) its distribution standard; and 
(c) its relief for straddled ACT. 


(3) Straddling period post-April 5th, 1973 
Subsidiaries should pay their dividends with ACT to. thi 
extent of their profit standards. This will have the effect.o 
utilizing the subsidiaries’ profit standards. 


(4) Later accounting periods in base period 
As in (3) above. 


helping to keep ii 


Franked investment income oi 


In certain cases, the time of receipt of FII will be controllable: 

obviously so in the case of subsidiaries and consortium-owne 

companies. From what has been discussed previously, it is clea 

that the receipt of a franked dividend can affect the recipient’ 

straddling and transitional reliefs in three ways. S 
It will be netted off: 


(a) in determining whether the recipient company’s 1972- ` 
net distributions exceed those for 1971-72; and th 
whether or not it may be subject to paragraph 2; 

(b) in calculating the ACT set-off due to the recipient company 
in its straddling period; and 


(c) in calculating the recipient company’s distribution standar 


At first glance it seems prudent to defer receipt of FIT ve) 
at least after April sth, 1973; better still until after the end of 
the straddling period, or ideally until after the end of the bas 
period. But it is crucial to bear in mind that under the preset 
tax system, every £ of FIIL is worth 38-75p in tax relief. Schedule 
F liability on every £ of dividend paid is extinguished by 38-75p. 

Under the new system, however, FII received will be virtuall 
worthless in terms of tax relief to a company with income liable 
to corporation tax. It will merely reduce the recipient company’s 
ACT liability — and so correspondingly increase the mainstream. 
liability. Its only benefit is, then, a cash flow saving at 30 per cent 
for between 9 and 24 months. E 

Ignoring cash flow, there will thus be an advantage in receiv. 
ing FII pre-April 6th, 1973, of 30 per cent (38-75 per cent ta 
relief less 8-75 per cent extra tax deducted at source). In weigh 
ing up this advantage the receiving company will haye to offs 


(a) the extent to which the receipt of FIT in 1972-93 
creates a paragraph 2 disadvantage; and S 

(b) any loss in straddling ACT relief (maximum 30 per cen 
minimum nil). It will clearly be best to receive the FIL pr 
the beginning of the straddling period. 


In view of the ‘devaluation’ of FIL as from April 6th, 197: 
must be best to avoid a surplus of FI being carried forward fr 
the old system to the new. From this viewpoint, therefore, 
franked investment income received prior to April 6th, 197: 
should be redistributed to shareholders prior to that date. 

_ There are bound to be exceptions to this rule; for exampl 
the surtax effect of the dividend paid. But this principle clear! 
requires careful review prior to April 6th, 1973. 


serious! 






by W. WALSH, A.C.LS., M.LS.M. 




























OST employers are by now aware of the penalty they 
IN imay have to pay for unfair dismissals under the 
Industrial Relations Act of 1971; about 150 cases per week 
are registered, of which about one-third result in hearings 
before industrial tribunals. 
Long before the Act, the common law recognized that 
employee wrongfully dismissed had a right to seek 
amages from his employer. Some accountants may find 
the distinction between ‘wrongful’ and ‘unfair’ puzzling. 
In brief, wrongful dismissal arises from the existence 
(however vaguely documented) of a contract of service 
between the employer and employee. If the dismissal is in 
breach of contract the injured party has a remedy. 
: Ordinarily it is to recover what he has lost, and that turns 
-largely on what the contract provided in respect of notice. 
"Thus a man entitled to (say) three months’ notice and dis- 
` missed (without good cause) with less, could recover the 
difference, provided that he had made reasonable efforts 
_to find other employment; but the difficulty which often 
rose was that the parties never expressly agreed what 
hould be sufficient notice. Custom and a series of decided 
cases have helped the judges to determine what was 
asonable in such instances. For example, a shop manager 
ne month, but a hairdresser one week; a travelling sales- 
man three months, but a cinema controller six months. 
‘Now, of course, the written particulars given to an 
employee under the Contracts of Employment Act 1972 
hould remove this source of difficulty, and the compulsory 
tatutory minima under the Act will replace any shorter 
eriod stated in the contract. However, neither the stated 
period of notice nor the statutory minima are necessarily 
at the employee has a right to expect. 








Reasonable’ notice for a professional man 


The most interesting case to professional accountants is 
that of Hill v. C. A. Parsons Ltd (The Accountant, March 
oth). Hill was a professional engineer. In accordance with 
is contract of service he was given one month’s notice of 
ismissal. He had done nothing wrong, had 35 years of 
continuous service with his firm and most certainly wanted 
to. continue in its employment. But at that time the firm 
vas under pressure from a powerful trade union to employ 
's members only. Hill (though a member of another union) 
efused to join. 
_ What Mr Hill sought was an injunction to prevent his 
` company from terminating his employment; this he was 
refused in the lower court, but succeeded on appeal. 
` Peculiar circumstances surrounded this case (in November 
1971), because of the passing of the Industrial Relations 
Act the previous August. 

= H is unlikely, to say the least, that many employees will 

secure injunctions to prevent an employer dismissing them; 





Wrongful and Unfair Dismissal 








those who remember the doctrine of specific performance 
will agree. But the interest for the professional accountant ` 
in respect of wrongful dismissal really lies in what the 
Master of the Rolls said: 


*. . . In the letter of July 30th, the company purported to 
terminate Mr Hill’s employment by giving one month's ` 
notice. They had no power to do any such thing. To terminate ` 
his employment they would have to give reasonable notice for 

a professional man of his standing and length of service; _ 

reasonable notice would be at least six months, maybe 12. 

months. One month was far too short.’ (The Times, November 

toth, 1971.) 

So the law appears to be capable of setting aside a 
contract which is unreasonable and substituting one which 
is more in accordance with equity. We may then still find 
that a dismissed employee has a right to damages for 
wrongful dismissal even though it is fair. But unfair dis- 
missals are a more certain ground for the recovery of 
compensation. 


Protection for the worker 


One of the reasons why 150 cases of allegedly unfair 
dismissals are registered each week is that it takes employers ` 
a long, long time to discard a philosophy which has built 
up over the centuries. Except in very strong union situa- ` 
tions (and even in some of these) contracts of employment 
have been regarded as very much akin to any other contract 
~ that is, terminable within the conditions of the contract at 
the option of either party. If the contract says, as so many :. 
do, that either side may give one month’s notice, then on 
the face of it the employer may say (for any reason at all, 
or for none), ‘I give you one month’s notice’, or ‘Here is 
one month’s pay in lieu of notice’, and the employee must 
accept. 

This was the position prior to February 28th, 1972. | 
Providing the notice was not wrongful in the sense pre- 
viously discussed, the reason for the dismissal was not - 
important. It could be shortage of work, the laziness or 
indiscipline of the employee. It could be that his face 
didn’t fit; others found it difficult to get on with him, one: 
had suspicions about his honesty or he was unreliable, 
antagonized clients, failed to commit himself to the job; 
or even led the kind of life or had a personal appearance 
that one could not approve. 

Occasionally a discharge raised problems arising from 
the Redundancy Payments Act 1965. For example, a Mr 
Bell, sacked because he refused to accept a change of job — 
from salesman to debt collector, secured redundancy pay 
(of which 5o per cent is paid by the employer). But on the 
whole, prior to the coming into operation of sections 22-32 
of the Industrial Relations Act 1971, the reason for the 
dismissal was unimportant. E 

Although fully alive to the new position, one employer `. 








unthinkingly discharged a full-time woman cleaner (the 
last of three; two others had left, and the employer decided 
"to put the cleaning out to contract) and a salesman who had 
an unsatisfactory record of absenteeism and who was 
suspected of several petty dishonest acts. Both cleaner and 
‘salesman had over two years of service. In both cases, 
fortunately, it was possible to correct the errors. Had that 
not been done, both employees could undoubtedly have 
pursued their remedy against the employer for his ‘unfair 
industrial practice’, in dismissing them without good reason. 


Good reason 


In the words ‘good reason’ lies the change which em- 
ployers find difficult to remember. Although some employ- 
ees (part-time workers, those employed in firms with 
fewer than four employees and those with less than two 
years’ service being the main exceptions) are excluded from 
the protection of the Act, in the main if an ex-employee 
claims his dismissal was unfair, it is for the employer to 
show good reason for the dismissal. If he cannot do so, the 
employee has a right to compensation. 

This, of course, raises the question of what may be a 
good reason. The Act defines it as dismissal on the grounds 
of the employee’s capability, qualifications or conduct; and 
dismissal because of redundance, illegality or other sub- 
stantial reason, Particularly a dismissal because the em- 
ployee seeks to exercise his rights in respect of trade union 
membership is unfair and, differently from the other cases, 

the dismissed employee need not have two years of service 
before he can exercise his rights. 

However, even proof of good reason is not enough. 
Having established that, the employer faces another hurdle, 
for the industrial tribunal which hears the case must then 

_ decide whether the employer acted reasonably in accordance 
with natural justice in sacking the man. Did the punishment 
fit the crime? 

In such matters, an industrial tribunal is bound to take 
cognisance of ‘good practice’, as outlined in the Industrial 
Relations Code of Practice (HMSO, 15p). Failure to observe 
this, whilst not an offence in itself, must be taken into 
account in proceedings under the Industrial Relations 
Act 1971 (section 4). What that can mean is demonstrated 
from some of the cases which have been determined by 
the industrial tribunals. 

"A Mr Daniels, employed as a manager of a butcher’s 
‘shop in a small chain, fell out with his employer. The 
employer said that Daniels was discharged for insolence 
“and lack of co-operation after being refused a pay rise, 
but the reason alleged by Daniels was that he had refused 
to have his hair cut short enough to suit the managing 
director. There was conflicting evidence, but the tribunal 
` decided that the grounds for dismissal were inadequate 
~ and recommended reinstatement. The firm was willing but 
-the ex-employee was not; he had got another job and wanted 
` to start a new career. He secured £200 compensation for 
Joss of status and security in his job, loss of pension rights 
and the cost and trouble of finding new accommodation. 

Although not widely reported, this is an excellent example 
of the change of climate the Act is bringing about; the power 
- ‘of the sack — within the terms of the employee’s contract of 
service — is no longer absolute to the employer. Reasons 
“which before 1972 justified dismissal on business grounds 


are no longer necessarily valid. In particular, good reason 
must be such as to justify the dismissal of an employe 
holding the position which that employee held. Perhaps if 
Daniels had been an assistant rather than a manager the 
tribunal might have held differently. 

Even so, the steps preliminary to a sacking are important. 
A cashier in a cash-and-carry store began to lose touch 
There was plenty of evidence from till rolls and cas 
takings of her errors. She was verbally warned about th 
standard of her work; it did not improve, so her bonus wa: 
stopped. Eventually (though she denied it) the employe 
claimed to have given her a final — again verbal ~ warnt 
Shortly afterwards she was absent for two days with a 
alleged bad headache; on her return she was questione 
about having been out shopping and was given a fortnigl 
pay in lieu of notice. 

At this point, many employers would doubtless say 
there was justification for the dismissal, and that it v 
reasonable. Unfortunately the code of practice, paragra 
133 (italics supplied) takes a different view: a 

‘Where there has been misconduct, the disciplinary actio 
to be taken will depend on the circumstances, including th 
nature of the misconduct. But normally the procedure shoul 
operate as follows: ES 

(i) the first step should be an oral warning, or ~ in th 

case of more serious misconduct, a written warni 
setting out the circumstances. RS 

‘(ii) no employee should be dismissed for a first breach 

discipline except in the case of gross misconduct. ` 

(iii) action on any further misconduct, for example, J 

warning, suspension without pay or dismissal shoul 
recorded in writing.” l 

The tribunal did not say that verbal warnings wë 
useless, but ruled nevertheless that ‘a record is best put 
writing’. It recorded that bonus-stopping. and verbal 
warnings seemed to be a habit of the supervisor involved 
Finally, the actual reason for dismissal — absenteeism — w 
in itself a ‘trivial one’ which, if it had been a first occasio: 
could indeed be so. The appellant secured £80 compensa- 
tion, though a recommendation for reinstatement did not 
appear reasonable to the tribunal. - GE 

This should not be regarded as an isolated case; ther 
have been a number similar. One involved a failure 
clock in at the stipulated time, another where the emplo 
worked, against the rules, during his holiday period, 
third where a series of irritating minor misdemeanou 
fina'ly goaded the employer to say ‘out!’. In each case, the 
absence of a proper dismissals procedure with wri 
warnings was disastrous to the employer. The reason for 
dismissal might well be fair, but was still unreasonable 
the light of the employer’s failure to observe the code o 
industrial relations practice. 


Redundancy E 
It could be that an employer might seek to make his way 
around the Act and get rid of an undesirable employe 
finding him ‘redundant’. At the moment there are 
reasons why this may not be an answer, i.e.: e 
(a) it will still be an unfair dismissal if selection for redun 
ancy is in contravention of a customary arrangement o 
an agreed procedure for redundancy (section 23); and 
(b) redundancy payments will then have to be made to th 
employee and the employer pays 50 per cent of these. 











A third reason may become important as we ‘harmonize’ 
our working arrangements within the European Economic 
< Community. In some countries the employer is barred 
for a given period, after declaring redundancy, from taking 
` op any more labour at all. 

— The question of whether a man is redundant or not has 
¿given rise to what was probably the most publicized case 

before an industrial tribunal. It involved a worker-priest 
in ICI, who was dismissed from a personnel post as 
redundant. In fact, he was not redundant himself but 
became so ‘indirectly’; that is, his job remained but was 
required for someone else in another department who 

_ would otherwise have become redundant. 

Indirect redundancy, or what is called ‘bumping’, is a 



















` by D. E. HUSSEY, B.Com., A.C.LS. 

















HERE is usually an air of unreality about articles which 
4 purport to foretell the future. Sometimes they may 
rovide a little mental stimulation, but they are rarely able 
o hold the interest of the hard-nosed businessman or the 
ncisive accountant. 
Yet there can be no doubt that there are many issues 
vhich will develop during the next five to ten years, and 
vhich are of vital concern to all businesses. And it is a fact 
hat every good corporate planning system will devote 
ome time to the study and prediction of the trends and 
ew factors which are likely to affect the company. In this 
“way it is often possible to be forewarned of problems, or 
© spot an opportunity which might otherwise have been 
missed. No one needs to be told that the future is uncertain, 
and that any forecasts and predictions made are really 
matters of probabilities and: possibilities. 
` Corporate planners have one very strong factor in their 
favour. Although they do not possess crystal balls, and 
cannot be certain of their forecasts, they can evaluate the 
effect on the company of a postulated future state. A blend 
of economic and market research, forecasting skills and 
ound common sense can usually provide the company with 
_ a basis for making good planning assumptions; some of 
_ the threads of time which will be woven into the fabric of 
_ company strategy. 

This work, backed up by sensitivity analysis and a 

_ portfolio of contingency plans, can help to make the com- 
_ pany more flexible and more adaptable to changed circum- 
_ stances. I like to compare this process with the person who 
walks down Oxford Street just before Christmas; he is 
unlikely to avoid a few bumps and jostlings, but this 
_telative failure would not suggest to him that he walked 

























= The author is planning manager of Wander Ltd and Vice-Chairman 
< Of the Society for Long Range Planning. 3 

Previous articles in this series appeared in The Accountant for August 
aard, 17th, September 7th, 21st, and October rath. 


principle developed from a test case involving a Mr ` 
Spurrett, which established that the ‘bumped’ employee 
could secure redundancy payments. ; 

The new legal philosophy takes a certain amount of 
absorbing. It is case studies like those given which are of 
the most practical use to employers; until one reads about 
them, the bare words of the Industrial Relations Act and the ` 
Code of Industrial Relations Practice have little impact. 

It is all too easy to overlook the philosophy when beset 
by many questions, and when faced with what many 
entirely reasonable people would regard as clear evidence ` 
of unsatisfactory conduct. Even the best employers with : 
well-developed disciplinary procedures and a benevolent 
and charitable disposition towards employees, can fail. 


Long-range Planning and some 
Environmental Issues 


along with his eyes shut! The company that pays attention 
to its future environment is, in effect, keeping its corporate 
eyes open. 

At any point in time, business faces many areas of change 
and uncertainty. For us in the UK the position is even ` 
more complicated by our impending entry into the EEC ` ; 
which, with its patterns of opportunities, problems and ` 
demands for adjustment in many areas, probably represents 
the most difficult period British business has faced outside 
the war years, 


Some future issues 


It is not the intention of this article to produce a series 
of forecasts about the future. Instead, I hope to draw 
attention to a few of the issues which lie like lowering 
storm clouds on our horizon, or which gleam enticingly 
with opportunity. 

One area which will have considerable impact on many 
companies is the Equal Pay Act, which comes into effect 
in 1975. This is as near certain as anything can be, since 
the necessary Act has already been passed. For many- 
companies this will mean an increase in costs, over and 
above the usual inflation. Other companies will wish to 
take action now, to establish guide-lines for what is equal 
work — easy to see in an executive situation: often very 
complex on the factory floor. Certainly it is a factor of 
considerable relevance in manpower planning, and it is 
predictable that those companies which give it no advance 
thought will end up with a series of labour disputes on their 
hands. One possible by-product of the legislation might 
be a replacement of women by men in some situations, 

This is not the only issue which affects manpower plans. 
There is also the raising of the school leaving age and a 
continuing and underlying tendency for longer holidays and 
shorter working hours. 





Abig bonus for your 
self-employed clients! 


Time Assurance double the vesting bonus on their 
Personal Pension Bonds. 


Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 

As a result of the latest actuarial valuation, the 
vesting bonus is increased from £1 % per annum to 
£2°% per annum of the basic pension. This means that 

` jnprojecting the estimated total pension at pension 
age we can now add a total of 5% to the basic pension 
“foreach year up to pension age (interim bonus of 3% 
_ perannum plus vesting bonus of 2% per annum). The 
interim bonus also continues to be added after the 
pension has commenced. 







Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £3% per annum andan 
additienal vesting bonus of £2% per annum. 


Increasing annually 
by interim bonus 
additions to produce a 

Total Pension of: 






Cash option at 


Pension at 65 : 
pension age 
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If von select age S& as your retirement age then the figure shown in columa 3 is 
the pension which wifl commence on your 65th birthday. Columns 4 and § show 
OS the effect of bonus:additions after your pension has commenced. The figures in 
“A the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute part of your normal pension for cash. 











































Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service. 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 


allages. 


TO: TIME ASSURANCE SOCIETY 
56 Moorgate, London, EC2. Tel. 01-628 7546/7. 


Manchester Office : 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299/061-624 9955. 


Scottish Office: 8 Queen Street; Edinburgh 2. Tel: 031-225 7799. 
Please register me/us as Agent(s) of Time Assurance Society, 
and send a supply of Pension Bond literature. 
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Schroders now have 
insurance-linked plans. 


_ Isnt that something you should | 


tell your clients? 


Schroder Wagg are among 
the oldest-established merchant 
bankers in the country, with a 
well proven record of investment 
success, 

And recently they formed 
Schroder Assurance Limited, to 
provide equity bonds and savings 
plans linked to the Schroder 
Unit Trusts. 

They offer considerable advantages 
to your clients. Primarily, confident 
expectation of long-term investment 
performance. After all, Schroder 
Wagg’s investment experts are already 
entrusted with nearly £800 million 
of funds. In particular, the Bond offers 
many features of interest to the 
sophisticated investor. 

The size, stability and reputation 
of Schroder Wagg are a vital 
guarantee that your client’s savings 
will have the maximum of security, 
while taking full advantage of the 
growth offered by first class. ©. — 
equity investment. ei ST 
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For details of Schroder Equity - 
Bonds and Schroder Equity Savings Plans, and the 
agency terms available to professional advisers, contact. 7 
Mr. Peter Cashen of Schroder Assurance Limited, gash cle 
120 Cheapside, London EC2V 6DS; Telephone: 01-5884000. — 












One impact of EEC has already been widely reported; it 
‘will increase food prices (many believe that some of the 
-increases we have been facing in recent years have been 
„caused by deliberate moves to ease this transition period). 
Barley; for example, is likely to rise in price between 
` A0 and 60 per cent over the next five years, because EEC 
methods of market intervention are different from those 
¿currently practised in the UK. It will be a matter of 
‘government policy whether parity of prices is reached in 

the first year after EEC entry, or spread out over the full 

transitional period. It is quite possible that barley prices 

could move up by some 40 per cent in any one year, and 
< thereafter increasing at 2 or 3 per cent per year, as 
bas been the pattern in EEC. 

_.. The same picture is repeated with other cereals, and 
‘most foods. All this is of obvious concern to food manu- 
facturers, but is of equal importance to other businesses. 
We all eat, and drastic food price increases are likely to 
provoke a period of pressure for further increased wages. 
_- It seems reasonable to expect that there will be some form 
of prices and incomes control mechanism, if only a ‘tem- 

‘porary’ arrangement to help smooth over the difficult 

transitional period. 

We are also facing considerable fiscal and legal changes. 

TAT, for instance, is a subject known to all, and one which 

_ is providing mental stimulation to every business mind in 

_ the country. 

Long-term predictions 

` Far-reaching though the effect of EEC entry is, it pales 

into insignificance when set against some of the longer- 

term predictions now being made about the future of 
` mankind. There is a well-documented case that a continua- 
tion of present population growth and rates of utilization 
` of resources. will, the world being of finite size, result in 

the death of the planet in the foreseeable future. This sort 

of statement is of concern to all of us, but is not in itself 
something that is likely to occur in our lifetimes. What 
` will happen earlier, and what will begin to affect our busi- 

_ ness life and therefore our future company plans, is a series 
of government and international actions designed to 
prevent the predictions from coming true. 

One area that is already changing is pollution control. 

It is almost certain that the next decade will see more and 

more stringent controls to prevent pollution: it is already 

government’s avowed intention that industry be made to 
` bear the cost of clearing up its own mess, and the need to 
do this is a factor that must be taken into account by many 
different types of business. Pollution may occur during 

the production process, during use of the products (e.g. 

motor-cars) and after use (e.g. non-returnable bottles, 
plastic containers). The so-called ‘free’ factors of pro- 

duction — air and water — of the classical economists will in 
` time be no longer free. 

“The effect of this will be felt in the design of both plant 
and products, capital requirements, costs of production 
and through into manpower planning. This is only one side 
of the coin. On the other side is opportunity: pollution 
control processes, treatment and re-cycling of wastes and 
the development of new materials and production methods. 
~~ It is also probable that the next decade will see some 














form of government-sponsored population curb. A zero- 








population growth in the UK would raise a question. mar 
over the ability of our businesses to continue to pursu 
growth as an objective. Or to re-phrase the problem: fo: 
how much longer will each economic unit be able to expec 
growth as a birthright? Many observers consider that most 
modern managers are influenced more by the power 
complex of ‘bigness’ of turnover, plants and number o 
employees than they are by profits. It is probably true tha 
few of us would know how to manage effectively in an 
economy which was not growing. SE 

The purpose of these two examples is to demonstrate 
that events expected for the very long term can caus 
serious effects on the pattern of business in the near futur 
and are therefore of concern to us as managers. 2 

Certain other trends are easier to perceive. Change 
have been taking place in the traditional pattern of distr’ 
bution over the last ten to twenty years, and will continu 
into the future. The position of the supermarket is we 
established, and its impact on the traditional wholesal 
and retail grocery trade will be known to all, as will th 
growth of symbol groups and cash and carry warehouses 
as two of the bastions of defence of the small retailers. , 

The future holds a continuation of these trends, bu 
with an increasing volume of non-food products passin; 
through food stores, and with an increase in the numbe: 
of super-stores and hypermarkets. Retailing began with the 
general store type of operation and it is interesting to see 
the wheel moving full circle and coming back to the 
concept of the general store: albeit a much larger one and 
with considerably more merchandising expertise than th 
original. 


Small retailers 


For those who support the little man there are also som 
signs for joy. While the number of retailers in general has 
been declining, with bigger shares of sales going to the 
large multiples, at least one sector is increasing rapidly. 
There are now reputed to be about 1,000 health store 
outlets, sharing a market of some £20 million which is 
growing at between 14 and 20 per cent per year, and more 
are being opened. These shops specialize in ‘natural’ 
foods, cosmetics and homoeopathic medicines and their 
continued success may be both an opportunity and a threat 
for existing food producers. ` 
Even a brief survey of this nature tends to leave the reader 
believing that there are so many uncertainties that n 
planning is possible. This, of course, is defeatism. The 
more uncertainty there is, the more effort a company 
needs to devote to studying the future. In a static situation 
where environmental changes were few, planning might 
be easier; but, under these circumstances, it would be far 
less important. : 
Often identifying the possibilities can be a valuable and 
rewarding task, leading the company to more effective 
decisions. It is in this area that the techniques of tec! 
nological forecasting are particularly relevant. : 
The next ten years offer a firm challenge to every b 
ness in the UK. Those companies who respond by accep 
ing the gauntlet of change will be the ones that survive 1 
enjoy the future. Unfortunately, I do not expect to be ab 
to say ‘I told you so’ to the ones which ignore the issues; 
those businesses will have disappeared. oo 








ETTER FROM AMERICA 


A Firm Foundation 
From Our New York Correspondent 


URIOSITY over the shape of the new rule-making 
““ body of the profession in America was more intensified 
han satisfied at a press conference called in New York 
‘ecently by Mr Ralph E. Kent, President of the Financial 
Accounting Foundation. 
Mr Kent had with him on the platform Mr Marshall S. 
Armstrong, greatly-admired managing partner of the 
Indianapolis practitioners, George S. Olive & Co, and a 
ormer President of the American Institute of Certified 
Public Accountants. Apart from confirming that his 
` Foundation had appointed Mr Armstrong chairman of the 
roposed Financial Accounting Standards Board, Mr Kent 
ave no clue as to the identity of the other six full-time 
members of the FASB, nor of the Advisory Council that 
will be available to assist it as the occasion arises. 
` Yet Mr Armstrong promises that the Board will be 
formed and in working order by the end of this year. The 
difficult decision on where to site the office has already been 
aken; the FASB will work out of Greenwich, Connecticut — 
new meridian for the accountancy profession, but one 
hat will be only about an hour from the corporate and 
professional headquarters offices in New York. A permanent 
taff of some 60 people is being assembled as quickly as 
possible. And Mr Armstrong, with his salary equivalent to 
some £55,000 annually, is already establishing himself, for 
his seven-year term of office, at the newly founded source of 
accounting guidance in the American Greenwich. 





























Public hearings 
Mr Armstrong’s plans will take clearer shape over the 


ASB (three of whom must be from public practice) are 
nnounced, More light will also be thrown on the subject, 
m December 15th, when there will be public hearings 
n New York on the Board’s proposed rules of procedure, 
s well as on the certificate of incorporation of the Financial 
Accounting Foundation. 

Indeed, greater public participation in the rule-making 
-process will be one of Mr Armstrong’s main objectives. 
_ At the press conference, he quoted with approval President 
Woodrow Wilson’s concept (however ill-starred in the 
diplomatic a of the ‘twenties and ’thirties) of ‘ SE 
covenants . . openly arrived at’. 





ext few weeks, as the names of his colleagues on the ` 





E Although so “much new thinking has gone into th 
establishment of the FASB, Mr Armstrong stressed that its 


approach would be evolutionary rather than revolutionary. _ 
It will take up, as a matter of priority, the work already 
accomplished by the Trueblood study group (see "Ober. 
tives or Objections?’, The Accountant, September yth). The _ 
report of this group, clarifying the purposes to be served by `` 
financial statements, is likely to be one of the first major 
documents to be issued after the FASB has swung into” 
action. 


Problems for study 
The Board will also continue work on projects started by 


the now-superseded Accounting Principles Board. Com- 


menting that the new Board will not lack for things to do, 
the chairman enumerated the following important problems 
already taken under study by the APB: 


Reporting by diversified companies 


To be resolved is whether the operating results of segments 
of a business should be reported separately and if so, how. 


Accounting for marketable securities 
If market values of these securities should be recorded on 


the balance sheet, how should unrealized gains or losses be 
reported for the period? 


Accounting for oil, gas and mineral industries 


‘Involves the problem of identifying costs to be capitalized, 
especially for exploration, discovery and drilling or mining. 


Capitalization of leases by lessees 


This, among other things, is concerned with the treatment of 
future rental payments. 


Mr Armstrong underlined that these are only some of the ` 
projects the Board will inherit. There are others; and new S 
ones will undoubtedly be considered for early inclusion mn 
the agenda. 

In addition, there are research studies, either recently 
completed or in process, which can provide valuable 
information. Among these are reporting foreign operations, 
accounting for stockholders’ equity, research and develop- 
ment cost, depreciation methods and inventory pricing and 
disclosure. 

It remains to be seen how far the new rule-making 
machinery will succeed in its prime purpose of heading off 
public criticism and defeating repeated demands for greater 
government regulation of accounting practices. But it is 
most encouraging to note the attention now being given to 
improving the channels of communication with the official 


body most immediately concerned with the regulation 


and enforcement of accounting standards — the Securities ` 
and Exchange Commission. If those guiding the new 
machinery are able to win the confidence of the SEC, as 
well as of the profession and the public.at large, the labour 


-and expense involved in the present changes will be amply — 
rewarded. ` ` 















INANCE AND COMMERCE 





Neville Group 
Development 


` "THE Neville Group, from whose 1971~72 accounts this 
J -week’s reprint comes, has been undergoing change for a 
long time. The company traces back to an interlocking series of 
Neville companies which invested in, nursed, promoted and 
floated industrial companies in the Birmingham area and also 
` bad finance house, new issue:and industrial banking activities, 


The year under review, according to the “Review of Opera- 


‘tions’, ‘brings a period of retrenchment to an end’. Resources 
are now substantially employed ‘in a manner likely to produce 
rising profits and an increasing value for each investment’, 

_ Realization of unsuitable investments, reorganization of manage- 
` ment and ‘leaving well alone’ have all played a part in this period, 

although the Review is stretching time a little by stating that 
retrenchment ended in ‘the year under review’. 

In the second paragraph it is pointed out that the group is 
‘becoming more active in changing the shape of its investments 
‘and it is likely that an increasing proportion of total resources 
` will be invested in quoted securities. The first major step in this 
' direction ‘was achieved after the end of the year’ by the sale of 
© 8. Edge & Son to Centreway Securities, As a result, Neville 
< Group received £355,000 cash, £250,000 in convertible loan 
“notes and some 40 per cent of Centreway’s equity, rising to 

- 45 per cent on loan note conversion. 


Subsidiaries’ details 


S. Edge are shoe manufacturers and they had a particularly 
good year to last March, with pre-tax profits of £273,000 
against £145,000 attributable to Neville Group. Putting Edge 
at arm’s length through Centreway will reduce attributable 
profits disproportionately in relation to the cash received, but 
this effect on profits is expected to be mitigated and turned to 
advantage by Centreway ‘pursuing a successful policy of ac- 
quisition and expansion’. The Neville intention is ‘to retain a 
substantial investment in Centreway Securities and exert a 
significant influence over their affairs’. 

It is possible to see exactly what S. Edge meant in terms of 
profits and assets to Neville because details of each of the major 
group investments are included in the Neville report. The form 
of presentation of the report and accounts as a whole has been 
changed materially ‘to give as much useful information as 
possible to our shareholders to enable them to assess their 

“company’s performance’. 

There are eight ‘Comparative summary of results’ statements 
in the Neville report, each taking a full page, and we reproduce 
the S. Edge statement in our reprint at the expense of the 
exclusion of the Statement of Accounting Policies and also the 
analysis of group profit, which shows the make-up of trading 
profits in terms of individual subsidiary and investment earnings 
less group overheads and bank and loan stock interest payable 
by Neville Group. 

There is no doubt that the profit and loss and balance sheet 


< summaries of main subsidiaries allow Neville Group share- 





holders to look right into the workings of the group, but ir 
providing this detailed information the Neville board may prove 
to have gone a bit too far. Expansion of the group may call for 
too much presentation of detail if the number of subsidiari 
increases. At which point it may be noted that an 8o per ee 
interest in H. C Paxton (Plastics Fabricators) was bought fi 
£221,000 last August. 

But if industrial development is going to be indirectly through 
the quoted Centreway Securities group rather than directh 
through Neville Group, and if in fact ‘an increasing proportion 
of total resources will be invested in quoted securities’, 
summaries may be kept within bounds. As it is, they take 
eight full pages of the 32-page report ~ which is a lot of space. 

All the same, the provision of the summaries is a highly 
commendable piece of company reporting, although one shou 
expect nothing but the best of reporting from a company whos 
four-man board is composed entirely of chartered accountants, 
with yet another as secretary. With Mr Howard. Dawes, F.G.A.. 
as chairman, there are Mr Anthony Sidwell, F.C.A., managin 
director, Mr Joseph Klenwright, F.c.a., and Mr Berthold Ros 
F.c.A..The secretary is Mr Stuart Campbell Mackay — surpri 
ingly FCA rather than CA. 


Banking kernel 


The kernel of The Neville Group is G. R. Dawes & Co, banke 
who produced 1971-72 profits of £214,000 against {112,000 
£65,000, {61,000 and £53,000 in the previous four yea 
While the past year’s excellent result was partly due to d 
company’s success in taking advantage of opportunities in th 
forward certificate of deposit market during the period of fallir 
interest rates, and dealing profits in the bull market that exist 
throughout the year, the most important contribution car 
from substantial growth in basic banking business representec 
by ‘a significant increase in deposits, advances and profitability’ 
Here, the subsidiary summaries come in useful in translating 
the report’s words into firm figures: Deposits £7-5 million 
(£426 million); Advances £3-74 million ({2-2 million). 

This expansion has continued into the current year and is 
expected to ensure that profits are ‘much the same as last year’ 
although contribution from realized dealing profits so far thi 
year has proved negligible. 

The review of operations provides comment on all the main 
subsidiaries with the information that in the case of one. o 
them — G. & E. Equipment and Contracts — the intention is to. 
obtain a stock-market quotation, ‘further implementing our 
decision to see an increasing proportion of the group’s tota 
resources invested in quoted securities’. 


BSA's Finances 


HERE must have been a case in the dim and distant pas 
when a company with reorganization problems found its 
initial financial reservations sufficient. Perhaps an ancien 
reader of these notes may conjure some remembrance from th 
deep recesses of his mind. 
But in the latest case of The Birmingham Small Arms Co there 
is certainly no such sufficiency. The accounts to July: 197 
included a provision of £4,250,000 for future costs of factor 
and product rationalization of the Motor Cycle Division. 
addition, exceptional losses during that year included amount: 
written off motor cycle stocks-amounting to nearly £844,000. 
At the beginning of last November shareholders. were-tol 
that the provision was not capable of precise assessment bu 
represented the best estimate, prepared on a conservative basis 
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Personal Pe 1 ion 
| Policyfrom ` 







Standard Life’s Personal Pension 
Policy has been carefully designed for 
maximum flexibility to meet individual 
pension needs. 

It’s personal because the contract allows 


«whatever personal rate of savings 
suits best—with full tax relief 





«wide flexibility in deciding how 
the pension is to be paid 

«the choice of cash in lieu of part 
of the pension 

«the option of a cash payment or a 
widow’s pension in the event of death 
before retirement 

Moreover, it is backed by the investment 
expertise of Britain’s largest mutual life 
office with an outstanding reputation 
for “with profits” business. 


What better recommendation can you have? 





Established 1825. Assets exceed £900,000,000 
Head Office: 3 George Street, Edinburgh 
Branches throughout the United Kingdom 





ake your 
_ short-term money 
- work overtime ww 








Funds you have available short-term—even just overnight— 
can be put to work by Gilletts, and profitably for you. We have 
been London money-market dealers for over a hundred years, 

-and we make markets in Sterling and Dollar certificates 
_ of deposit and Government Bonds and Bills. 

In association with the Kirkland-Whittaker Group, leading 
brokers in sterling and eurocurrency deposits, we offer a 
complete money market service. 


Gillett Brothers 


Discount Company Ltd 
65 Cornhill, London EC3V app 
Telephone: 01-283 3022 Telex: 887103 


The market makers 


Associates: The Kirkland-Whittaker Group Limited, St. Alphage House, Fore St, EC2Y SI. Telephone: 01-638 9354. 


REQUIRED jor Trustee cients 


Freehold property reversions 
SHOPS OFFICES OR INDUSTRIAL. 












Reversions within 25years 


Noupper Price limit 


A 


Full particulars to P. S. Winfield, F.R.LC.S. 


Healey a Baker 





29 ST GEORGE STREET HANOVER SQUARE LONDON WIA 3BG 01-629 9292 





after consultation with the company’s professional advisers in 
the light of the then known information. 

But, with the inevitability of the seasons, £4,250,000 plus 

_ £844,000 off stocks was nowhere near enough. ‘The total of the 
-costs incurred and anticipated on factory and production 
` rationalization of the Motor Cycle Division’, shareholders are 
now told ‘amounted to £7,862,508, being £2,768,841 in excess 
of the amounts written off stocks and provided for in the 
accounts for the twelve months ending July 31st, 1971’. 

‘Losses on disposal and amounts written off stocks alone 
totalled £4,215,000. Losses on plant disposals and write offs 
totalled £416,000, redundancy payments cost £738,000, selling 
off. discontinued ranges of motor cycles cost £127,000, the 

— estimated cost of completing the rationalization programme is 
put at £773,000 and ‘other costs incurred in rationalizing 
‘productive resources on the Small Heath site’ are put at 
© £1,594,000. 

As has been widely reported, BSA instead of breaking even 
in 1971—72 lost £465,000, although that was a reduction of 
£2'4 million on the 1970-71 figure. At this stage of the proceed- 
ings Lord Shaweross, the chairman, does not care to forecast 
anything other than a hopeful breakeven situation this year. 

BSA’s need continues to be for finance and particularly for 

‘long-term risk capital. The board’s new financial advisers, 
Kleinwort Benson; the company’s accountants,Cooper Brothers; 
together with BSA’s bankers and ‘others in industry and, in 
_ particular, the Department of Trade and Industry’, are studying 
the situation. 

` Lord Shawcross comments: “The group is the largest motor 

< cycle manufacturer in the United Kingdom, it secures con- 

“siderable dollar earnings and employs many people. It is 
obviously in the public interest that it should continue and 
expand its activities.’ 


Lost or Strayed 


N unusual comment headed the joint report by Hodgson, 

Harris & Co, auditors, and Peat, Marwick, Mitchell & Co, 
reporting accountants, in the recent prospectus for the offer for 
sale by N. M. Rothschild & Sons of ordinary shares in I. J. 
Dewhirst Holdings, shirtmakers to Marks and Spencer. 

The report stated that complete stock and work-in-progress 
“records and auditors’ working papers at balance sheet dates 
prior to January roth, 1968, were no longer wholly available and 
‘consequently Hodgson, Harris & Co, who were appointed 
auditors in respect of the period ended January 18th, 1969, and 
Peat, Marwick, Mitchell & Co are unable to confirm the 
accuracy of the aggregate profit up to January 11th, 1968, or 
their allocation between periods’. 
~ © But ‘Mr E. M. Banks, who was a partner in the former firm of 

` Fredk & C. S. Holliday, Chartered Accountants, auditors of the 
subsidiaries for periods up to and including January 19th, 1968, 
has confirmed that these records were available at the time of the 
audits and that the accounts were prepared on the basis of 
accepted accounting principles consistently applied’. 
~The ten-year column record of turnover and profits was ruled 
off under the January 1968 figures to denote this confirmation, 
or -non-confirmation, point. It so happens that in 1968-69 the 
“company was beginning to change its course and shape. In 
1967-68 profits were £53,300, whereas for 1972~73 these are 

forecast in the prospectus at £290,000. 

~The Dewhirst company, incidentally, traces its beginnings ` 
back to Isaac Dewhirst, a Leeds clothing wholesaler who dealt 
“with the original Marks of Marks & Spencer, and in fact once 
lent Marks £5 for ‘working capital’, Spencer who eventually 
joined Marks, to form the business that grew into the now 
` famous store company, was Dewhirst’s cashier. 





100-0% 


1971 
9,168 
1972 1974 
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100-0% 


goods sold and services provided in the 
9,591 


& Company Limited which is attributable 


p trading profit is stated after crediting 


income from investments, gross 
S SE Se 
emoluments (note 4) ~~ 


payable, gross {note 3) 
ditors’ remuneration ` 


ation 


The value of goods exported directly from the United Kingdom was £136,000 (£76,000). 
rectors 


The turnover of the Group represents amounts receivable for 
ordinary course of business and excludes that of G. R, Dawes 


to banking and associated activities, 
Turnover, not included above, of former subsidiaries 
The Group trading profit includes the profit of 


G. R. Dawes & Company Limited 
Transfer from investment grant reserve 


This turnover is analysed as follows: 
and after charging 


Advertising and allied services 


Manufacturing and processing 
Retailing 


Engineering 
Footwear 


Plastics 


Food 
Net rental incame 


Turnover 
d Grow 
Unguoted 
interest 
Deprech 

< Di 


2 Trading Profit 
Quoted 
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NOTES FORMING PART OF THE ACCOUNTS 





386 
109 
277 
(18) 
295 
(189) 


1971 


1972 
652 
238 

4t4 

127 

287 
(189) 

(70 
Si 

50 

2,224 
(382) 
ma 


THE NEVILLE GROUP LIMITED AND SUBSIDIARIES 


justment for minority 


ginning of the year 


d (gross) of 30% (nil) on 429,697 
Transfer to Investment Grant Reserve 


p Reserves 


Group Reserves.at the be, 
Transfer to Taxation Equalisation Account in respect of 


Group Limited before Taxation and Extraordinary 
prior years. 


items 
5 Less Taxation after deducting £28,000 (£37,000) 


The Neville Group Limited before Extraordinary 


Earnings for the year attributable to members of 
items 
6 Less Extraordinary items after ad 


Earnings for the year attributable to members of The 


Neville Group Limited after Extraordinary items 
Proposed dividend (gross) of 25% (25%) on Ordinary 


Shares 
Additional dividend (gross) of 5% (nil) on Ordinary 


Shares and 4 dividen 


Profit attributable to members of The Neville 
Deferred Shares 


Less Minority Interests 

attributable to minority interests 

interests £6,000 {nil} 

Proportion of previous year’s dividend waived 
Added to Grou 


2 Profit on Trading 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 


for the year ended 31st March 1972 
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Of particular interest to Accountants 


‘Officesatfe 


all risks policy 
for office occupiers 


six 








Æ Allrisks cover for all office contents App $ Se, 
%* Generous ‘interruption of business’ cover x x ye y 7 
* Liability risks included 
Æ Loss of money and negotiable instruments including 

assault risks ROYAL 
Æ Optional Personal Accident cover for Principals and INSURANCE 


Staffcompletes the package looks 


after you 
fas 





Contact your local Royal 
Branch for full details 






Royal | 
— ‘Officesafe 
: Policy ` 






“Theres a place in every 
man's portfolio for the 


investment that's as safe 
as houses” 





You need look no further than the Halifax. 
Halifax investments give consistently good interest 
whilst having the added advantage of being easily 
realisable. 


HALIFAX 


-BUILDING SOCIETY 


Member of The Building Societies Association 


The largest in the World | oe O Oo 
Assets exceed £2,500 million a 


City Notes 





© "HOSE who consider that a prices and incomes policy by 

= government diktat is a better proposition than a com- 
< -promised compromise now have their chance to be optimists. 
` ‘Those who relish what they call ‘the smack of firm government’ 

now have the chance of putting their money where their relish is. 

Those who consider a prices and incomes policy by diktat 

"o be the near economic end of the world and a call to anarchist 
` arms, now have their chance to be pessimistic. Those who de- 

plore what they call ‘the onset of dictatorship’ have the chance 

of taking their money away from wherever it is. 

In between, of course, there is the vast company of middle of 
¿the road balancers of all views and waiters and see-ers who are 
“neither particularly optimistic nor particularly pessimistic but 

who, not unwisely, consider that to wait and see how things pan 
out is just about the only worth-while course to follow. 

Among the balancers are, naturally, most of the institu- 
tional investors who either buy or don’t buy quite as much, but 
who rarely if ever sell and certainly never sell short. ‘There are 

` more ‘relishers’ than there are the other kind and more balancers 

“than either, and the combination of balancers and relishers can 

be calculated to put the market better rather than make it worse. 
" "The Government’s object is growth with lessened inflation 
` and that ought to be good enough for equities. There is, as they 

Sau, ‘room for improvement’. 


* * * * 


EVA JORDS count for a lot in the extremes of the investment 
“WV world. Good words can turn bad — like ‘conglomerate’ 

which was a good thing to be once but became a bad thing. But 
“there can be variations on a bad theme. Like the Trafalgar 
` House Investments variation that makes a bid for Bowater 
- Paper Corporation the means of forming a ‘management 
` conglomerate’. Just where a management conglomerate differs 
“from an ordinary conglomerate is presumably that in an ordinary 
conglomerate there may be some kind of common interest, while 
in a management conglomerate there is not even any excuse, 
let. alone reason. 


Presumably P & O and Bovis could not become a manage 
ment conglomerate because the two participants innocenti 
thought they were simply in shipping and building-cum 
property. But what was Bowater-Ralli International intende 
to be? Can they claim to be a ‘management conglomerate’ 
The real object, of course, is not to make things but to mal 
money, and whatever the thing that makes the money is called 
it has to be called something acceptable. The Irish, incidentally. 
have their usual better way with words. They simply call th 
stripping, conglomerate, management, engrandisement. co 
panies ‘investment vehicles’. 

* E * EN 


R OLIVER STUTCHBURY, one time in charge of Th 

Save and Prosper unit trust group, returns to the inve: 
ment scene through The Individual Life Insurance Comp. 
which he owns with the Drayton Corporation. The fi 
Individual Life vehicle is the Drayton Bond with so man. 
options in the weighting of investment between equities 
property and fixed interest securities that the investor-poli 
holder can choose precisely the weight he wants. If the pol 
turns out not to be as profitable as the investor anticipa 
then, presumably, the individual rather than The Individua 
is to blame. The individual can choose the equity, property 0 
fixed interest weight in his bonds and can even choose the Om 
for changing the weight if he so pleases. He can also leave it a 
to Drayton which would, in all probability, be much the wi 
course. 

* Ka Ki Ki 


HAT Individual Life Insurance Company should bring | 

Stutchbury back to the City with an investment bond rat 
than a unit trust is indicative of the present shift of smal 
investment emphasis. The unit trust movement as such has now 
yielded second place to managed bond-style investment. On 
newspaper last week-end carried ten managed bond advertise 
ments and only one unit trust advertisement. That is not a sig 
of the times, it states categorically that times has changed, = 


RATES AND PRICES 


Closing Prices, Tuesday, November 7th, 1972 


E Bank of England Minimum Lending Rate — Nov. 3rd, 1972. 73% 


; ; Treasury Bills 
Sept. 1 ae , £58872% 


A Oct. 6 ES £66676% 
` Sept, 8 £63427% Oct. 13 Gë £66890% 
_ Sept. 1s £66391% Oct. 20 .. L67135% 
oo Septo22 .. £66999% Oct, 27 .. £68930% 
Sept. 2g , £6°6252% Nov. 3 - £68838% 
ae : Money Rates 
a Day today .. 73-8 % Bank Bills i za 
"dange 7 -74% 2 months 78-74 (0 
coc Fine Trade Bills ° 3 months 74-78% 
© 3:-months .. 74-9 % 4 months +. 74-73% 
“og months .. ae 6 months ». 8E-84% 
72794 /o 


o 6months .. 


Three Months Rates 


Local authority deposits een, 8 
"7 "Local authority bonds Déi , 8-8 
|. Sterling deposit certificates . 75-8 
2r Euro-sterling deposits E 8 
“ Euro-dollar deposits .. Fm <. 58-6 





Finance House Base Rate — November ist, 1972. 7 Dn KR 
Retail Price Index (16.1.62 100) 166-4, 19.0.72 (from 165:5 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer). 


Foreign Exchanges 
New York 2°3540 Frankfurt 
Montreal 2°3217 Milan 
Amsterdam 97-6050 Oslo 
Brussels 103 ‘92 Paris 
Copenhagen 16-2975 Zurich 
Gilt-edged 
Consols 4% 42} Savings 3% 65~75 


Consols 24% 26 Treasury 9% 1994 
Conversion 34% ` 362 ‘Treasury 84% 87-90 = 
Conversion 54% 1974 964 Treasury 64% 1976 © 
Funding 34% 99-04 44$ Treasury 34% 77-80 .- 
Funding 4% 60-90 99% Treasury 34% JOBE o 
Funding 54% 78-80 85% Treasury 5% 86-89 — .. 
Funding 54% 82-84 Sai Treasury 54% o8-12 ~ 
Funding 54% 87-91 728. ‘Treasury 28% A 
Funding 6% 1993 928 Victory 4% ~~ -- 
Funding 64% 85~87 8r War Loan 33% 









_ BULLS AND BEARS 





Interest Recovers 
on Bid News 










A. the time of the previous article a fortnight ago, the 
Financial Times Government Securities index stood at 
72°66 and the FT Industrial Ordinary shares index at 482:6. 
_ Both indexes have risen a little and last Monday the former 
_ was 72°70 and the latter 487-4, after having been lower in view 
of disappointment with the slow progress of the talks between 
the Government, the CBI and the TUC. 

Recent worries about the struggle to reach agreement on a 
— wages/prices policy, however, were pushed aside for a while by 
` the bids for Bowater and International Stores which kept buyers 
otherwise occupied. Now, the go-day ‘freeze’ is having a steady- 
` ing effect on the market. In second-line equities, General 
Electrical and Mechanical Systems jumped to 142p on news of 
an agreed bid from Babcock & Wilcox, while Shipping and 
` Industrial Holdings, despite a further denial of bid rumours, 
" were actively traded and jumped to 273P- 

_An encouraging feature of late has been the number of daily 
_official markings of around 9,000, as compared with less than 
8,000 on some days in recent weeks. This, however, is well 
down on the 16,000 dealings achieved earlier this year, 

_ Below is a selection of corporation loans and fixed interest 
stocks: 




















Corporation Loans 


Price Yield High Low 
Oxford 74 percent1978 .. 8 91 8-0 102 91 
Paisley 94 per cent 1882-84 dë 99 93 112 99 

alford Bi per cent 1986-88 fe 67 8-2 83 67 
Southwark 91 per cent 1978-79 d 99 93 110 102 


2 Fixed Interest Stocks (Industrial Commercial) 
_ Whitbread 64 per cent debenture 1986— 


GG 9. 8 e d . 73 99 83 70 
= General Accident 74 per cent Loan 
& 4892-97. dg D de 81 9-3 94 77 
` Bowater 7 per cent Loan 1987-92 .. 73 9-7 84 69 
-Imperial Tobacco 103 per cent Loan 

1990-95... D 103 103 120 100 


` Ordinary shares 


_At present it is difficult to predict the course of ordinary 
shares. There is still a cloud of uncertainty after the failure 
d the tripartite talks on the economy, but this has been relieved 
| little by technical factors and the stimulus of some massive 
ake-over bids. The approach of another year, greater confidence 
shown by the latest CBI survey of business opinion and some 
good company statements lend some encouragement. 

-= National Westminster Bank warrants referred to in the previous 
_ article at 165p are now 182p, and Bradford Property Trust, 
` though 2p down at 216p, has produced excellent half-time 
| results of £935,691 against £674,804 for the corresponding half 
last year. The price is still cum a 1 for 5 scrip issue. 

=> Below is our current selection of ordinary shares: 










PIE 1972 

E Price Yield Ratio High Low 
« Metropolitan Estate & Property 
-x 25p shares De ER 271 20 33 274 225 
-Slater Walker Securities 25p 
ce, Shares Ss D 253 32 — 309 229 
=, Reed International £1 shares .. 307 41 167 337 274 

304 26 285 320 266 


` Marks & Spencer 25p shares . > 






Metropolitan Estate and Property. This share was recom- 
mended in The Accountant for July 20th at 249, since when the 
price has risen to the present price of 258p after being somewhat 
higher. The reason for including this share again is that it has 
recently been announced that Star (Great Britain) Holdings has 
built up its stake in Metropolitan to nearly g per cent, involving 
an outlay of around £20 million. Although Star may never 
make an aggressive bid for Metropolitan, it is thought the two 
companies will get together one way or another. 

Meanwhile it is interesting to observe that Mr David Lewellyn 
~ chief executive of Star — has maintained that the company’s 
shares in Metropolitan have been bought at ‘historically cheap’ 
levels, which is another way of saying Star expects its invest- 
ment to appreciate substantially. This tends to confirm the 
view that Metropolitan with its huge development programme, 
including a large part of Oxford Street, London, has enormous 
long-term potential. Moreover, the possibility of a take-over 
bid cannot be ruled out. The recent massive take-over bids of 
Trafalgar House for Bowater and of British American Tobacco 
for International Stores, lend some credence to this possibility. 

Slater Walker Securities. For the first half of the current year 
the pre-tax profits of this company expanded from £6-68 million 
to {8-og million, and net earnings attributable to the ordinary 
holders from £3-79 million to £5-17 million. The target growth 
in earnings per share is an annual 15 per cent, but for 1972-73 
the target is expected to be exceeded. The company has a 
strong and expanding base, substantial long-term gearing, high 
liquidity, increasing international business and an excellent 
management team. It expects to continue regularly to increase ` 
earnings, assets and dividends per share. The interim dividend 
has been effectively raised from ol per cent to 13 per cent and the 
directors are keeping to their forecast of a minimum total of 
33 per cent on the capital as increased by the recent 1 for 
scrip issue. If prices and incomes can indeed be held in check 
by the recent moves in that direction, this is a share which will 
benefit with the financial sector generally. 

Reed International. This company is an amalgamation of 
Reed Paper and International Publishing, and has recently 
acquired Twyfords, the sanitary potters. The principal activities 
are now the manufacture of pulp and paper of all kinds, fur- 
nishing fabrics, paint and building products including piping 
and rainwater systems, and the printing and publishing of 
newspapers, magazines and business directories. Second quarter 
figures of profit for the current year are up from £6-7 million 
to £8-9 million, after a first quarter rise from £65 million to 
£8-7 million, so that the first six months show an increase of 
445 million. Prospects are good and for 1973~74 should be 
better still. As an additional attraction. Reed is joining forces 
with Metropolitan Estate and Property in a venture to develop the 
major properties of Reed and International Publishing. Metro- 
politan is to take a 50-1 per cent stake in a new joint company 
for which it will pay almost £19 million in shares and convertible 
loan stock. Metropolitan Estate will provide the development 
finance of about £60 million and the property expertise. 

Marks and Spencer. This company, which is a household 
name, owns about 250 stores concerned with clothing and has.a 
growing turnover in foodstuffs. The range of merchandise is 
also being expanded into other areas which should show reason- 
able profitability. In the three previous half-yearly periods, 
margins have been 12-1, 11-95 and 11-8, respectively, and the 
decline has not pleased the market or done much to support the _ 
share price. For the first half of the current year, however, the 
story is different. Pre-tax profits rose by 24-8 per cent to £3031 
million and net profits by 24-6 per cent to £1881 million. Sales 
advanced from £216-64-million to £25053 million and margins 
are back again to a shade over 12 per cent. The interim dividend 
is raised from 93 per cent to 11} per cent and there will doubtless 
be at least a corresponding increase in the final dividend. 























Letters 


< Changes in Company Law 


Sir — I would refer to your article ‘Changes in Company Law’ 
(October 26th issue). In that article you state that ‘where it 
- shows only the address of the registered office, the fact that it is 
the address of the registered office must be indicated’. 
However, as I read clause o (7) of the European Communities 
‘Act, while there is the requirement for a company to show the 
address of its registered office, nevertheless I cannot see any- 
“thing in the Act which also requires a note to the effect that the 
address is that of the registered office. 
< Surely, assuming that a company is taken to have complied 
“with the Act and assuming that it shows only one address on its 
` notepaper, would it not be logical to assume that that address 
is that of its registered office? 


Yours faithfully, 
T. H. M. SHAW 


Secretary and Group Legal Adviser, 


` London Wr AssociaTeD British Foops Lan. 


c {Our article was compiled from official sources as an indication 
` of the manner in which section 9 is likely to be applied by the 
Registrar of Companies. With respect, it is quite possible to 

conceive of circumstances in which a single letter-head address 
` ae used for day-to-day correspondence would not necessarily be 
that of the registered office. — Eprror.] 


-Qualified Accountants 


` Sir, ~ The article of mine on ‘The Professional Administrator ~ 
Developing Role of the Chartered Secretary’ (August soth, 
issue), seems to have evoked a good deal of interest and com- 
` ments, since letters have appeared in almost every issue since 
publication of the article. It was perhaps inevitable that reference 
in most of the letters was not to the main theme of the article — 
` the developing role of the chartered secretary as a professional 
` administrator — but on the chartered secretary as a qualified 
Accountant. 
<> Possibly my original statement suffered a little from com- 
pression, but I am grateful to the several correspondents who 
brought out the main point that I sought to make in that con- 
` nection ~ that the chartered secretary by his studies in ac- 
_countancy, taxation and related subjects, by the standards set 
and achieved by the Institute’s examinations, by his practical 
experience and appointments held, is indeed a ‘qualified 
accountant’. It is not surprising that others commented upon 
this assertion, and I must say that virtually all the comments 
were fair, save only — rather sadly — two letters (why two?) 
from a member of my own Institute who chose for motives that 
no doubt seemed to him to be proper to continue in public the 
“fight”, as he describes it, against his Institute and his fellow 
- members which he says he has conducted for 20 years. One 
point which he made, on which I think all would be warmly 
-cmm agreement, is that professional qualification alone is not 
sufficient to secure ‘appointment to posts of great responsibility’. 


The correspondence seems to have ‘drifted’ into a discussion 
of salary levels; and the editorial footnote which followed the 
latest letter contained a quotation from a salary survey published 
this summer by Management Personnel. This survey was the 
first ever published by the organization and was based on’ a 
sample of 1,500 candidates who had registered with de o 
ganization during the previous six months. These 1,500 candi- 
dates represented a variety of occupations, including transport 
managers, draughtsmen and mechanical engineers, all based in 
London and the South East. Perhaps the Inbucon/AIC salary 
survey which has been published annually for the last 11-year 
and which is solely concerned with executive salaries op: 
nationwide basis would make sounder quotation material. Th: 
has shown consistently that the company secretary commande 
a significantly higher salary than the chief accountant, op 
firmed as it happens by the AIC survey published today, Novem 
ber 6th; and it is understood that the overwhelming b 
(over 80 per cent) of those included in these two. categorii 
have appropriate professional qualifications. eee 

However, the gravamen of my article was and is that there: 
a continuing need for trained and qualified administrators 
high calibre in every form of organization existing in a soc! 
like ours, that accountancy is an essential part of that. qualif 
cation, and that the Institute of Chartered Secretaries: an 
Administrators is specifically designed in the 1970s and- beyon 
to provide that qualification, a 














Yours faithfully, 


JOHN PHILLIPS. 
Secretary : 
Tue INSTITUTE OF CHARTERED, SECRETARIES: d 


London Wr, AND ADMINISTRATORS 


[This correspondence must now close. ~ Eprror.] 


A Place in the Sun 


Sir, — Mr A. H. W. P. Norton, while claiming to be a layma 
criticizes my article in depth [September 28th issue] and 
alarmed that his affairs may not be arranged to his best. 
vantage. I am sorry that I failed to write my article exclusive 

in terms used by the Inland Revenue, but the short answer 1 

on the information given, that he may not have arranged hi 
affairs to the best advantage. 

If he has other UK income, on which he is claiming the us 
allowances, then to hold what he persists in calling ‘exempt 
gilts’ is most probably costing him money, and most. certainh 
attracting a tax liability in Spain. The creation of new domici 
can most certainly provide tax advantages, although if those who 
insist on purchasing ‘exempt gilts’ are given their heads, then 
these advantages are, to some extent, dissipated. That the 
Revenue has not asked Mr Norton whether he has adopted 
new domicile is not surprising, if he has not initiated any di 
cussion on the matter. 

As my article was caught in the jaws of the dismantling 
the Scheduled Territories, the point that I had made that 
inequitable and punitive premium which Britons seeking the 
sun are forced to pay before spending their already taxed 
sterling, could be avoided by intelligent investment in sterlin 
tax havens, became partly obsolete; the method may still | 
used, but subject to the written answer (Hansard, July 18th 
quoted by the Editor. However, Mr Norton should not assum 
that sterling capital deposited in the former sterling area would 
be kept in that currency, as the banks would most probably 
maintain the capital in a less vulnerable currency and woul 
obtain local Exchange Control sanction for this step. The sam 
facilities would have been available for UK non-residents, a 
I have personally negotiated such transactions on very man} 
occasions. SS 

In several of the tax havens, there are sophisticated trust laws 











` which again are of interest and benefit to settlers. I did not use 
_ the term ‘emigrant’ as it expresses the opposite of what I meant 
o express, and in my experience there are very often severe 





disadvantages in emigrating while leaving sterling capital 
captive to the fluctuations of exchange control and the dictates 
of politicians. 

Mr Norton’s chief complaint appears to be that the advice 
which I gave is at variance with the action which he chose to 
- take in the management of his own affairs. My advice was not 
meant to be treated as tablets of stone handed down to a latter- 
day Moses, and in giving advice I personally would probe 
exhaustively into clients’ affairs before finally advising them. 
As far as Spanish foreign residents are concerned, I would 
‘repeat my basic point that most advice given to settlers is at 
the expense of tax obligations in Spain, and it is strange that 
settlers attend often punctiliously to their UK obligations and 
gnore the lawful demands of the adopted country. These days 
are numbered. In his recent paper to the International Fiscal 
“Association in Madrid [The Accountant, October 26th] Pro- 
_ fessor Narciso Amoros Rica warned that: ‘. . . a change in the 
fiscal conscience concerning the subject of evasion can only be 
` achieved by a daily labour whose results will only be felt after 
a long time, and even the acceleration of this change of con- 
science, using the technological means which cybernetics put 
at our disposition, can only have effect in a permanent manner 
f the taxpayer . . . is convinced that, independently of his 
declaration, the administration possesses the data to enforce 
collection’ (free translation). How many settlers pay Spanish 
general i income tax on their ‘exempt gilts’? 


Yours faithfully, 
ee D. G. MacDONALD ALLEN, J.D., LL.B., A.A.LA. 
` Alicante, Spain. 




































oodwill of Architect's Practice 


Sir, — With regard to Pam’s letter in your issue of November 
2nd, I would hope that the omission of any formula for goodwill 
valuation from a partnership agreement is exceptional. 

_ The valuation where no formula is laid down must depend 
upon the prevailing practice in the profession for practices of 
comparable size and undertaking a similar type of commission. 
In one practice with which I was concerned in 1969, one and a 
half years’ purchase of the average net profit was taken as the 
accepted standard, but I recall expressing the view at that time 
that one and a half years’ purchase of net super-profits would 
¿have been a more acceptable formula to a client who was 
` purchasing a share at that time. 

"JI would urge your correspondent to consider very carefully 
the reality of a transfer of goodwill in this particular case. So 
significant are the artistic abilities and the character of the 
individual architect, that I have strong reservations as to the 
transferability of goodwill in the architectural profession in 

















Yours faithfully, 
BLIP. 


Official Guides to VAT 


Sir, — I am grateful to your correspondent, Mr R. W. Maas 
(October 5th issue), for pointing out some more absurdities of 
VAT. If we can continue to derive wry humour from what will 
-be an increasingly complex situation, I suppose it may prevent 
-us all from going, to use Lord Hailsham’s inimitable phrase, 
‘stark-raving bonkers’. 

` However, what really distresses me and fills me with dismay 
¿for our future is our apparent sheeplike acceptance of the most 
< monstrous tax imposition since the occupation of Britain by the 
< Romans. 


Our own Institute should have taken the lead ir in opposing — 


this tax, root and branch. Even now, it is not too late to assert” 


ourselves — there is sufficient scope in the completion of form "— 
VAT 1 at rr Wei to keep Customs and Excise busy for several’ 
years! 
Yours faithfully, 


Norilcoid, Middlesex. D A TRIGWELL, F.c.a: 






Taxation 
Case 





Heather v. P-E Consulting Group Limited 
In the Court of Appeal — July 14th, 1972 


(Before THE Master op THE Botz (Lord Denninc), Lord 
Justice Bock pv and Lord Justice Orr) 


Trade ~ Deduction ~ Trust fund — For staff to acquire shares in 
the company — Annual payments by company to trustees — Whether. ` 
such payments deductible - Companies Act 1948, section 54 (1) (b) 
~ Income Tax Act 1952, section 137 (a) (f). 


The company carried on business as a management consultant 

and had a large professional staff. The shares in the company ` 
were held by a holding company, and following the death of ` 
the company’s founder, who was also a main shareholder in the 

holding company, the senior professional staff became alarmed. . 
by the prospect of outside unqualified interference with the 
business. They were upset on two occasions after his death, 
when drastic changes in management were made by outside 
shareholders. The company therefore decided to establish a 
fund, under section 54 (1) (b) of the Companies Act 1948, to 
acquire shares in the business for the benefit of the employees. 

By a trust deed of September 25th, 1963, the company cov- 
enanted to pay annually to the trustees 10 per cent of its gross 
profits, with a minimum of £5,000, until the trust had acquired 
40 per cent of the shares of the holding company. The acquisi- 
tion of shares was to be at the company’s direction. Any other 
income of the trust could be paid out in grants to employees at 
the trustees’ discretion. 

Evidence, which the Special Commissioners accepted, was 
given by a partner in Price Waterhouse & Co to the effect that 
the cost to a company of securing and retaining the services of 
employees was usually treated as revenue expenditure; and that 
as it was impossible to evaluate ‘employee goodwill’, it was the ` 
normal practice to write off such expenditure. 

It was contended for the company that the payments in 
question were of a revenue nature and were deductible. 

It was contended for the Revenue that the payments were for 
acquiring an asset or advantage of an enduring character; and ` 
that the sums in question were non-deductible because of 
section 137 (f) of the Income Tax Act 1952; and, alternatively, 
that the sums were not expended wholly and exclusively in the 
course of the company’s trade, and were therefore prohibited. 
as deductions by section 137 (a). 


The Special Commissioners decided in favour of the company. 


Held (affirming the judgment of Mr Justice Goulding): the 
Special Commissioners’ decision was correct. i 
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LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 
Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 
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38/40 FEATHERSTONE STREET 
LONDON EC 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 





A cause 
clients will 
understand 


F You’ve never had anything, you never miss it. 
But if you’ ve known a reasonable standard of living, imagine 
the horror of reduced circumstances. 
We help people who have practically nothing — except 
memories of happier times in a happier age. 
` Many of your Clients will understand and will sympathise with 
` what we are trying to do, Many of them, if you suggest it, 
might like to remember us in their Wills or with a Covenant. 
`. After all, what greater gift can there be than giving another 
: elderly person something to live for? 


DISTRESSED GENTLEFOLK'S 
AID ASSOCIATION 


VICARAGE GATE HOUSE ` VICARAGE GATE ` KENSINGTON LONDON w8 449 


“Help them grow old with dignity” 


LLL ELIE LIE DITOR ER 


REVENUE LAW 


comprising 
Income Tax; Capital Gains Tax: Corporation Tax; 
Estate Duty; Stamp Duties: Tax and Estate 
Planning 


by BARRY PINSON, LL.B. 
of Gray's Inn, Barrister; Fellow of the Institute of Taxation. 
and including a section on VALUE ADDED TAX ` 

by JOHN GARDINER, MA. LL.B. een 
of the Middle Temple and Lincoin's Inn, Barrister — 
SIXTH EDITION S 


Taxation in the United Kingdom takes on a new look in: 
April 1973 and this edition of Pinson, which remains be ` 
only textbook treating. the whole of revenue law: 
in a single volume, is devoted to the law as it applies» 
in and from the-year 1973-74, although the earlier 
system is dealt with so far as is necessary to explain the. 
new system. 7 
The subject is presented in a form which not only 

enables the book to be used as a textbook for profess — 
sional and university examinations, but also to be: of- 
value to the practising lawyer or accountant for concise 
and immediate reference. 


1972 Bound: £6-50 net. Paperback: £4:25 net 
Postages extra 





























SWEET & MAXWELL’S 


EUROPEAN COMMUNITY 
TREATIES 


including the European Communities Act 1972 


Edited by 
Sweet & Maxwell's Legal Editorial Staff 


Advisory Editor: 

K. R. SIMMONDS, MA. D.Phil.(Oxon.); Director of 
the British Institute of international and Comparative 
Law; Visiting Professor of International and European 
Law, Queen Mary College, University of London. 


This is the first and only collection in English of the. 
texts of the Treaties establishing the three European 
Communities, as amended and affected by the Merger, 
the Budgetary and the Accession Treaties. 

Sweet & Maxwell's European Community Treaties ox 
will be the companion to all other books published on 
European Community law and will be indispensable 
to lawyers, both in practice and in business, and to 
students and others whose work or studies are con~ 
cerned in any way with the European Communities. 


1972 Bound: £4 net. Paperback: £2-75 net. 
Postages extra 


Sweet & Maxwell 
Mail orders: North Way, Andover, Hants 


Bookshop: 
116 Chancery Lane, London WC2A 1PP 








Once again a School of Account- 
ancy student has won a major 
award. Mr. D. C. Purt of 
Sunbury-on-Thames, passed Part 
` L of the Institute of Cost and 
Management Accountants exam- 
Ination in May 1972... won 
“first place, and the coveted 
Roland Dunkerley Memorial Prize, 
The School of Accountancy’s 
“record of awards in the major 
cac professional examinations is out- 
` standing. Among the hundreds of 
passes in these examinations, 
SOA students score consistently 
‘high marks, frequently carry off 
the biggest prizes and the most 
‘important awards. 

“. The success of an SOA course 
Comes from the special attention 
that is given to each student. 
Qualified tutors, each a specialist 
“in his field, are assigned to guide 
the student through the carefully 


lam interested in: 


(subject or examination) — 


| Address 


| Occupation 


eet 


[SEND FOR FREE DETAILS TODAY! 


: | To: School of Accountancy & Business Studies, __ 
121 Regent House, Stewarts Road, London SW8 4UJ (Tel 622 9911) or 
Regent House, 341 Argyle Street, Glasgow G2 8LW (Tel 041-221 2926) 






By courtesy of the Post Office 


OA student 
Wins 
coveted award 


planned study material and culti- 
vate in the student the confidence 
that comes from a sound know- 
ledge of the subject. To the 
student, SOA courses are mean- 
ingful, worthwhile, interesting — 
and they work! 

School of Accountancy have 
sufficient confidence in their 
courses themselves to give a 
guarantee of successful tuition: 
once you've. enrolled, tuition 
continues, at. no extra charge, 
until you are successful, This gives 
you the kind of security that helps 
you to give all your concentra- 
tion to the subject you're studying. 

No matter what your speci- 
ality, SOA has the course that will 
enhance your status, improve your 
salary, speed your promotion. 
Write today for FREE details 
and read about how SOA will 
help you to qualify for success, 


ember of the Association of Brilish Correspondence Colleges. 


| Accredited by the Council for the Accredilation of Correspondence Colleges. 
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The 
Sentinel 
Ladder 
policy 


PREMIUM £3-48 
for age 25 next birthday. 


A LARGE TAX-FREE 
CASH SUM 






TAX-FREE CASH 






















TAX-FREE CASH 








TAX-FREE CASH 


EDUCATIONAL 
RESERVE 





COMMENCE TO SAVE 30 
However you can FOR FUTURE CASH 
jump on the ladder PY INCREASE e 
at any time. 


THE SENTINEL 
INSURANCE CO.LTD 


Williams National House - 11-13 Holborn Viaduct 
London ECIP 1EL Telephone: 01-248 8070 















Its HeT from 
all points 
of view! 







Y G z 
ys 
When considering 
WW Savings Investments 


i S and Home Loans 
Hastings and | 


ania building 
Assets exceed £250,000,000. society 


London Office: 12-14 Wigmore Street, WTH ODA. Tel: 01-580. 3836 
Administrative Centre: 
Thrift House, Callington Avenue, Bexhill-on-Sea, Sussex: Tel: Bexhill 4580 
General Manager! E, W, Argent, RCA. 








STUDENT ROUNDABOUT 


London’s New Committee 
Declares its Policy 


HE new committee of the London 
CASS believes that the Society should 
alter the present emphasis of its policies. 
Immediate objectives, it is felt, should be 
' towards improvements in members’ work- 
‘ing conditions, education and general 
“opportunities. The proposals of ACASS 
“concerning a national student body are 
also wholeheartedly endorsed. The com- 
mittee feels that these various aims are 
equally relevant in the context of either a 
national or a local society. 
In a statement issued last week, the 
committee sets out the following implica- 
tions of this policy. 


Professional training 


: Despite the fact that chartered account- 
_ ancy’s strength lies in the practical training 
— received by students, there is little control 

‘by its governing body over the standards 
iof training provided by its members. 
The profession relies solely on the ‘articles 
“eontract’, the fulfilment of which is 
< necessarily dependent on the goodwill of 
` The principal. We feel that in an age of 
` rapidly advancing technical standards, this 
“safeguard is insufficient and must be 
replaced by control of a more relevant 
nature. 

In addition to the abolition of articles, 
we believe that: 


(1) there should be a far greater control 
over professional firms offering train- 
ing. Only those providing a suitable 
education/professional training/salary 
package should be allowed to employ 
students; 

(z) the Institute must publish proper 
guidelines detailing the training and 
experience required to become a 
chartered accountant; 


(3) the use of the Institute’s Training 
Record should be made mandatory. 


Conditions of employment 


_ We believe that all articled clerks should 
receive an adequate wage to enable them 
to achiéve a reasonable standard of living. 

In London, a current minimum starting 

“salary of £1,100 per annum is a necessary 


- first step towards achieving this ideal, and 


“awe urge the Institute to make this a 
` recommendation to members. 

We believe that articles of clerkship are 
an anachronistic and harmful force in the 
= training of chartered accountants. The 

“present exploitation of some students, 
“which this system engenders, is unworthy 
“of an esteemed and modern profession. 


Recruitment 


We consider the resources now being spent 
by the Institute and district societies on 
recruitment to be inadequate. The system 
whereby most recruitment expenditure 
involves the large firms. is unsatisfactory, 
and leads to the present situation where a 
wide diversity in standards between ‘good’ 
and ‘bad’ firms is often apparent. We 
further believe that the London Students’ 
Society can help provide essential infor- 
mation to future entrants by contacting 
student bodies in colleges and universities. 


Education 


We are impatient with the present low 
standards of education received by some 
entrants to the profession. We believe there 
must be a general improvement in educa- 
tional status, and that the Institute must 
shorten the very lengthy gestation period 
presently required in the consideration and 
execution of any change. 

We believe in a better education per se, 
and feel that the method and standards of 
examination have an important influence 
on the standards of education. For this 
reason it is essential that the Institute 
modernize its form of examination; tọ- 
gether with the general curriculum. cur- 
rently proposed. Only by this means ol mt 
become possible to attract and keep 
students of high ability. We urge the 
Institute to introduce as soon as possible 
more. advanced appraisal techniques, such 
as multiple choice papers, in-depth essay 
papers, and oral examinations. 


Development of the profession 


The Society should contribute to the 
general development of the profession, 
and we believe that further liaison between 
the accounting bodies is most desirable. 
The Institute itself must extend its 
attempts as co-ordinators, and we consider 
it to be important that student societies 
should co-operate with students in other 
fields. 


Society courses 


We believe that the old role of educator 
is no longer a feasible or desirable policy 
for student societies. It is our job to 
ensure that our members receive a good 


-education, provided by professional educa- 


tionalists. We intend to reduce the number 


of short evening courses which we ad- 


minister, while at the same time increasing 
our involvement in specialist and residential 
seminars and conferences. 


NINE-MONTH COURSES ` 
AT the ACASS Council meeting held i 
Birmingham in September, it was agreed. 


that students attending nine-month 
courses would be eligible for member, 
ship of student societies and their in 
terests and professional welfare would be. 
represented at a national level by ACAS 
and on a local level by its member 
societies. 
The President of ACASS, Pete 
Pennington Legh, stated last week -tha 
ACASS will continue to make rep 
sentations both to the Institute and Jo 
authorities on the establishment o 
higher standards of curriculum conten 
and lecturers. He further declared: W 
recognize the lack of responsibility tak 
by the Institute for students at th 
courses. When replying to -simila 
criticism about students under articl 
the Institute have argued that it 19 tu 
principale responsibility to consider 
needs of his clerks. This argument canine 
beapplied tothose on nine-month.courses. 


NATIONAL ADMINISTRATION 


ACASS believes that the corner ston 
of their broad plan to reform the stud 
movement in the profession i is to establ 
and maintain a ‘strong national bo 
As a move towards the achievement of 
end, Peter Pennington Legh, President. 
ACASS, and Stephen Parry, M.A., AČA 
a past chairman of the London "CASS 
are preparing a plan of action on 
national organization which is in- 
cordance with the paper presented to th 
Birmingham Council in September. 

In the meantime, an approach has bee 
made to Christopher Allan, Assistant 
Secretary, Liverpool CASA, to act. in 
due course as the co-ordinator of the 
plan. 





ICA PRIZEGIVING 


PRESENTING prizes to successful candidate 
in recent examinations of The Institut 
of Chartered Accountants in Englani 
and Wales, Mr Kenneth Sharp, Sc 
the Vice-President of the Institut 
deputizing for. the President in 
absence abroad, said that the occasio 
was one for congratulation primarily t 
the prize-winners themselves, but it w: 
also an occasion for congratulation 
their principals. ‘The relationship: be 
tween a principal and his articled cler 
one of the most important relationshi 
that one ever encounters in the course 
one’s business life’, he said. ‘It is viti 
that the relationship should be a soune 





< balanced one so that it leads ultimately t 
“the articled clerk's development as a 
properly integrated professional person:’ 


Continuing, the Vice-President said: 


‘Prize-winning in examinations is an 














indication of technical competence of a 
high order and a technical competence of 
which you may be justifiably proud, but 
always remember that accountancy is 
something more than a technical facility 
with figures, Figures are only a con- 
vention by which we represent and 


































Sheila Masters is congratulated by the Vice- 
President. 


measure real happenings, which happen 
to real people. At root, accountancy is 
about people and we must, therefore, 
always approach our task with under- 
standing and humanity. These qualifi- 
cations are as essential as technical 
knowledge for the full exploitation of the 
successes which we signify today.’ 


LETTERS TO ROUNDABOUT 


ICA Policy on Education 


Sir, ~ As Mr Emile Woolf wrote in his 
rticle published in your November 2nd 
issue, the Institute has a formidable and 
urgent duty to implement the proposals in 
its policy document on education and 
training. I know already from the directives 
hich have emerged from the newly 
established Education and Training Com- 
mittee how formidable and urgent such 
implementation is and will be. 
» One major theme of Mr Woolf's article 
= deserves some immediate comment — 
the question of accreditation. The policy 
document makes a reference to this in 
the following terms: 
‘The Council intends in due course 
to recommend to students and their 
principals certain courses, both in the 
public and private sectors, as providing 
satisfactory tuition and study arrange- 
ments. The need for high standards and 
the limited resources available, particularly 
the provision of teachers, make it in- 
evitable that only a limited number of 
courses will be recognized,’ 
» Let me be more explicit. Iam preparing 
he first paper on accreditation incor- 
porating a proposal for the establishment 
of a Board on which a variety of interests 
ll be represented. The paper will touch 
t only upon the need to ensure high 
tandards of recognition for foundation 
‘courses but to establish proper criteria for 
the recognition of courses both in. the 


3 FS £ 
wards the professional examinations. I do 
not think that the Board can fulfil its task 
and its responsibilities to the profession 
unless it visits the organizations concerned 
and co-operates freely with those res- 
ponsible for courses. I believe that they 
will welcome this. 

Obviously it is not to be expected that 
such a Board can become fully effective 
overnight. But, Sir, you should look upon 
this letter as an indication that the Institute 
is anxious to move as soon as possible to a 
scheme of accreditation. I hope that Mr 
Woolf will not be disappointed. 


Yours faithfully, 


W. M. ALLEN, 

Secretary, 

Education and Training Committee, 
THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES. 


Names for ACASS 


Sir, — It was proposed at the last ACASS 
conference that a national student body 
be formed, to which all student chartered 
accountants would belong. The question 
of name arises; we already have ACASS, 
SADCASS, LENCASS, etc., so why not 
NUCASS (National Union of Chartered 
Accountant Student Societies)? Perhaps 
SCAB (Student Chartered Accountants 
Body) or JACAS (Junior Association Char- 






MARK GRUBBER’S NOTES 


tered Accountant Students): would be more. 
suitable. 
It would be interesting to hear readers’ 
ideas. 
Yours sincerely, 


WILLIAM H. W. DORMAN. 
London WCr. 


Study Expenses 


Sir, — The tax implications of a principal 
paying for his articled clerk’s study 
expenses are twofold. Firstly, such costs 
are an allowable expense to the practice. 
But if these costs are paid on behalf of an 
articled: clerk (for instance, a revision 
course invoice is sent to the firm for pay- 
ment) then whether or not the student’s 
gross salary is reduced such a payment is 


‘taxable in the hands. of the student. This is 


because these costs represent amounts 
paid to third parties on behalf of the 
student. - 

Secondly, and this is where tax law is 
advantageous, these costs will again be 
allowable to the principal. But here, a 
principal assumes responsibility for the 
training of his students even though pri- 
vate firms of tutors are employed to do the 
job. If all study costs of a certain nature 
are paid for all the students in a firm, then 
such costs are not deemed to be taxable 
emoluments to the students. 

To ensure that full use is made of this 


Unfolding the Mysteries 


AY after day the students on the ‘intensive tuition’ residential course I am 
attending are being lectured by brilliant tutors (who, incidentally, are all pro- 
ducts of the same college and obviously doing well out of their job), whose very 
lecturing approach, gesticulations and even voice inflections are uncannily 
similar. These tutors unfold the mysteries of shortfall assessments and section 
171 loss claims, etc., which, I am glad to say, we are finding not too difficult to 


grasp. 


So obviously important are these subjects to a would-be accountant, and yet 
so few of the students have ever touched on them in their office work. And those 
that spare a few moments to think about it realize how ill-equipped they are from 
a practical training point of view to tackle the routine tasks of an accountant 
whose life is other than in the auditing world. 

The students work hard, they worry a lot when they get a low mark in their 
Friday examination, they watch their fellow inmates to see how they are pro- 
gressing, they drink endless cups of vending machine coffee and they talk 
incessantly about the previous week-end or the approaching one. Many nip out 
at 22.15 each evening to the nearest pub to get a glimpse of the outside world 
and a little refreshment. Thursday night — although revision night — sees a mass 
exodus for the screening of ‘Monty Python’s Flying Circus’ at a nearby alehouse. 
These short breaks are certainly beneficial, otherwise the semi-artificial atmos- 


phere would be too stifling. 


In the final analysis it is the work you do that counts, and many flat-dwelling 
and easy-living students could never hope to cram in the hours of study that they 
can so easily fit in at a residential college. Even if you fail, and a number do, it is 
good experience ~ and there is always next May. 



































tax avoidance facility, it would be prefer- 

able for firms to make bookings for their 

students on, say, revision courses and to 

State in students’ contracts of employment 

what expenses will be paid for, say 50 
per cent of HFL courses, etc. 
Yours faithfully, 

TERENCE C. WEBB, 


; London ECz. Secretary, ACASS. 


* SHEFFIELD TENNIS 
COMPETITION 


"A DISAPPOINTING turnout of only seven 


players for the recent first Sheffield CASS ` 


tennis Competition enabled the event to 
be played on a league basis, rather than a 
“straight knockout competition. The two 
players with the highest points went on 
to play in the final in which Richard 
Brown, a previous winner at this year’s 
Nottingham Fiesta, beat Butkitt Ladhani 
by 6 games to 2. 


BYSTANDER’S COLUMN 


contributed 


Television 


| LIKE watching television. I suppose 
this predilection stems from years of 
eating Saturday tea watching the soccer 
results on Grandstand, while waiting for 
the Lone Ranger to come on, 

How nostalgic the remembrances are 
whenever I hear those stentorian tones 
announcing ‘Alloa Athletic~ Nil’. I can 
visualize the Lone Ranger on Silver, his 
trusty steed ~ as the horse pranced on the 
edge of a cliff, it had to be trusted! And 
faithful Tonto, his Indian companion, 
who must surely have suffered terribly 
from earache. 

It was this programme that led to my 
entering the accountancy profession. 
I realized instinctively, with a knowledge 





The Institute of Chartered 
Accountants of Scotland 


1972 Autumn Diet of Examination 


PART IV 


a Of the candidates who sat Part IV of the Institute's examination on September 5th, 6th, 7th and 8th, 1972, 
the undernoted candidates passed. Their names appear in alphabetical order and are followed by the 
names of the firms of the masters to whom they were indentured or assigned. 


Statistics: 79 candidates (40'9 per cent), as listed above, were successful in Part IV. Over the 1972 spring 
and autumn diets combined, the pass in Part IV was 61-6 per cent (i.e., of 453 candidates who sat at one 


or both diets, 279 passed). 


Alcorn (Miss), L. C., B.A. (Peat, Marwick, Mitchell 
Co, Glasgow) 

Archer, J. A. B., na, (Graham, Smart & Annan, 
Edinburgh) 

Armstrong, W. D, (Pannell, Fitzpatrick. & Co, 
Glasgow) 

Austin, W., M.A, (Hardie, Caldwell Ker & Hardie, 
Glasgow) 


Glasgow) 
Bexon, R. G. (Henderson & Loggie, St Andrews) 
Black, D, H. J. (Arthur Young McClelland Moores 
ër Co, Edinburgh) 

“Bowden, M. J. (Robertson & Maxtone Graham, 

Edinburgh) 

Bradley, P. J. (Hardie, Caldwell Ker & Hardie, 
Glasgow) 


Breakenridge, A. S. (R. A. Clement & Co, Glasgow) 
Brotherston, R., B.sc. (Chiene & Tait, Edinburgh) 


Cannon, J. J. (Chalmers, Impey & Co, Glasgow) 

Carty, J. E. (Pannell, Fitzpatrick & Co, Glasgow) 

Chisholm, I. M. (John M. Geoghegan & Co, 
Edinburgh) 

Clark, R, M. W. (Clunie & Scott, Edinburgh) 

Coltart, W, Mc C. (Scott & Paterson, Edinburgh) 

Copeland, J. D. (Thomson McLintock & Co, 
Glasgow) 

Craig, G. J. (Whinney Murray & Co, Glasgow) 


Deans, A. C. (Scott & Paterson, Edinburgh) 

Denholm, C., LL.B. (Thomson McLintock & Co, 
Glasgow) 

Devlin, A. P., Ba. (Whianey Murray & Co, 
Glasgow). 

Dickson, M. I. R. (Arthur Young McClelland 
Moores & Co, Glasgow} 

Downie, R. MacK. (Mann Judd Gordon & Co, 
Glasgow) 


tuition experience and over 220,000 passes, it assures your success in 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Compater 
Appreciation, Costing, G.C.E., Law, Local Govt., Marketing, Secretaryship, etc. 

Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW13 4DS 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 43 years ` 
FOR C.A. of postal 


01-947 2211 


Accredited by the Council for the Accreditation of Correspondence Colleges 


that admitted no doubt, that the Lone 
Ranger was an auditor and Tonto, his- 
reliable audit clerk, Admittedly, relation- 
ships. with management were not very. 
good. The Lone Ranger always brought | 
the criminals to justice, as a good auditor. 
does. But he never allowed management, 
the local sheriff, to take the praise, as 
tactful auditor (interested in promp’ 
payment of his bills) does. 
None the less, it seems to have been a: 
good practice with plenty of investiga. 
tions albeit without many referrals. 
But age, with its alleged maturity -an 
certain cynicism, lends an edge. ‘The firm | 
never seems to have taken up offices, Was 
the Lone Ranger not credit-worthy? O 
was it landlords’ prejudice against Tonto: 
Most probably, it was a dislike of Silver. 
I can admit it now: I never liked tha 
rangy beast. It was too reliable, and fa 
too capable. I confess it proudly—I 
preferred Trigger! 





























Fairman, M. G. (Kerr, MacLeod & Co, Glasgow’ 
Fleetwood, J. P., Ba. (Peat, Marwick, Mitchell & 
Co, Edinburgh) 3 
Fraser, H. B., B.8c. (Arthur Young McClelland 
Moores & Co, Edinburgh) 


Gilchrist, J. R. (Touche Ross & Co, Glasgow) 

Gordon-Walker, J. P., B.sc. (Thomson MeLintoc! 
& Co, Edinburgh) 

Grant (Miss), P. J. (Miller, McIntyre & Gellatly, 
Dundee) 

Grant, R. F., ma. (Watson & Galbraith, Glasgow). 

Gray, A. S., LL.B. (Peat, Marwick Mitchell & Co, 
Edinburgh) ` 


Hay, G. M., Lin. (Arthur Young McClelland. 
Moores & Co, Glasgow) : 
Heenan, T. J., Ba. (Pannell Fitzpatrick & Co, 
Coatbridge} : 
Henderson, A. M. (Bird, Simpson & Co, Dundee) 
Heneaghan, T. P. (Henry Brown & Co, Kilmarnock) 
Hodgson, M. J., B.com. (Harmood Banner &- Co, 
Edinburgh) 
Hood (Miss), M. E. J. & R. Morison & Co, Perth). 
Hudson, M. J, BA. (Whinney Murray & Co, 
Edinburgh) Bes 
Hunter, H. L. (Kerr, MacLeod & Co, Glasgow) ` — 
Hutcheson, W. R., LL.8. (Thomson MecLintock & 
Co, Aberdeen) . Ge 
Hymans, H. (Thomson MeLintock & Co, London 


Jackson, N, D., B.com. (Arthur Young McClellan 
Moores & Co, London) ` " 
Johnston (Miss), A. C. S. (Chalmers, Impey & Co, 





asgow) : 
Johnston, A. (William J. Young & Brown, Glasgow: 
Johnston, D. McC., B.com. (Touche Ross A C 
Edinburgh) 


Kerr, C. I. A. (Robertson & Maxtone Graham, 
Edinburgh) ` i 
Knowles, D. A., MA. (Robert G. Morton A Son, 

Edinburgh) 


Lennox, J. S, G. (Peat, Marwick, Mitchell & CG 
Glasgow) : 






all the 













Links, B-L, aa (Kerr, Macleod & Co, Glasgow) 
ckley, N. P. (Peat, Marwick, Mitchell & Co, 

- Glasgow) 

Lyall, A. J. (Graham, Smart.& Annan, Edinburgh) 


McArthur, D. H. (Kidston, Jackson & Co, Glasgow) 
“MeCallum, J. (Festus Moffat & Co, Falkirk) 
McDonald, A. S. (Aikman & Paterson, Aberdeen) 
acDonald, H. F. (Grahams, Rintoul & Co, 
Glasgow) 

Macdonald, L, LL.B, (Mann Judd Gordon & Co, 
3) Glasgow) 

MeDougall, A. B., s.sc. (Chiene & Tait, Edin- 


burgh) 

McKillop, M. L., pa (Arthur Andersen & Co, 
Glasgow) 

McLaughlin, J. D., LL.B. (Thomson McLintock & 
Co, Glasgow) 

MeLaughlin, K. (Whitelaw, Wells & Co, Edin- 


urgh) 
Met can, J. E. (Crawford & Angus, Dunoon) 
MeLiullich, T. E., LL.B. (Thomson McLintock & Co, 
Glasgow) 
Merriweather, H. C, (John M. Taylor & Co, 
© Glasgow) ` 
Millar, C. A., Bsc, (Harmood Banner & Co, 
Edinburgh 
Moss, J. M. E (Thomson. MeLintock & Co, 
London) 
Mouat, J. H., LLB. (Graham, Smart & Annan, 
Edinburgh) 


O'Connell, A. J. (Kidston, Jackson & Co, Glasgow) 
Odam, D. J., pa. (Touche Ross & Co, Glasgow) 













































burgh) 


Rea, P. A. (Touche-Ross & Co, Glasgow) 

Reid, B. (Miller, McIntyre & Gellatly, Dundee) 

Reid, N, H., LL.B. (Williamson & Dunn, Aberdeen) 
obertson, H. (Miller, McIntyre & Gellatly, 

Dundee) 

uncie, A, (John Gray & Co, Port Glasgow) 


ii Shearer, D. F. (Whinney Murray & Co; Edinburgh) 
‘Sloan, S. C. (Arthur Young McClelland Moores & 
Co, Glasgow) 
Spira, D. A. (Arthur Young McClelland Moores & 
Co, Glasgow) 
Steele, A. B. D., B.A. (John M. Geoghegan & Co, 
Edinburgh} 
[0y Stephen, J. C. (McLachlan & Brown, Glasgow) 
` Stobo, J. B., utp. (J. W. Jarvie & Co, Glasgow) 
Strang, J. 5. (S. Easton Simmers & Co, Glasgow) 
Summers, N, A. (Reid & Mair, Glasgow) 
Sutherland, J. C., B.com. (Arthur Andersen & Co, 
Lon.ion) 


"hom (Miss), A. C. M. (Andrew A. B. Philip, 
Aberdeen) 

“homson, C. N., LL.B. (Peat, Marwick, Mitchell & 
Co, Glasgow) 

Thomson, 5. G. (Hardie, Caldwell Ker & Hardie, 

c Glasgow) 


“Watson, L. M. (Taylor, Lauder & Gemmill, 
Glasgow) 


H A. (Turner, 
Glasgow) 


Young, K. R. (Arthur Young McClelland Moores 
_-& Co, Glasgow) 

Youngman, C (Robb, Ferguson & Co, Glasgow) 
Yuille, M. G. S., Bacc. (Kerr, MacLeod & Co, 
2 Glasgow) . 




















Hutton & Lawson, 






















E PART V (ee 
Of the candidates who sat Part V of the Institute's examination on September 5th, 6th, 7th and 8th, 1972, " 
the undernoted candidates passed. Their names appear in alphabetical order and are followed by the 


names of the firms of the masters to whom they were indentured or assigned. 


Statistics: 79 candidates (26'8 per cent), as listed above, were successful in Part V. Over the 1972 spring 
and autumn diets combined, the pass in Part V was 44°8 per cent (i.e. of 475 candidates who sat at one or 


both diets, 213 passed). ` 


Allan, R. M.(Thomson McLintock & Co, Glasgow) 

Allison, BR AM 5. (Graham, Smart & Annan, 
Edinburgh) 

Aronson, C. J., BiA. (Touche Ross & Co, Glasgow) 


Baines (Miss), D. M. E LL.B. (Thomson McLintock 
& Co, Edinburgh) 

Black, A, G., B.A. (Thomson McLintock & Co, 
Aberdeen) 


Braidwood, N. M. (Thornton Baker & Co, 
Edinburgh) 

Brand, A. McC. (Johnstone, Logie & Millar, 
Dundee) 


Burns, J. (McLachlan & Brown, Glasgow) 
Byers, R. S. (Cooper Brothers & Co, Glasgow) 


Cameron, A. F. (Roderick Maclean & Co, Inver- 
ness) A 

Cameron, J. D. (Miller, McIntyre & Gellatly, 
Perth) 

Cossar, A. C., B.A, (Grahams, Rintoul & Co, 
Glasgow) 

Cowan, D. H., pa (Arthur Young McClelland 
Moores & Co, Glasgow) : 

Currie, J. H. (Oswalds, Edinburgh) 


Deas, J. (Kidston, Jackson & Co, Glasgow) 

Dippie, D. R., Ba. (Cooper Brothers E Co, 
Glasgow) 

Divers, J. (James Milne & Co, Aberdeen) 

Dunford, N. R., M.A. (Graham, Smart & Annan, 
Edinburgh) 


Earley, D. G. (G. K. Johnston & Smillie, Edinburgh) 
Eden, A. R. (Scott-Moncrieff, Thomson & Shiells, 
Edinburgh) 


Finnie, O. C., B.A. (Williamson & Dunn, Aberdeen) 

Fitzpayne, A. R. M., LLB. (Thomson McLintock 
& Co, Glasgow) 

Florence, D. (Arthur Young McClelland Moores 


& Co, Glasgow) 
Forsyth, D. W. (Turner, Hutton & Lawson, 
Glasgow) 


Fraser, W. R. (Thomson McLintock & Co, London) 


Giulian, T. A. E., pa (Hardie, Caldwell Ker & 
Hardie, Glasgow) 
Griffiths, J. E. (Alexander Sloan & Co, Glasgow) 


Hadden, D. B. (Graham, Smart & Annan, Edin- 
burgh) 

Hardie, J. W. (R. A. Clement & Co, Glasgow) 

Hathorn, A. M. (Scott-Moncrieff, Thomson & 
Shiells, Edinburgh) 

Hodge, D. W. T. (S. Easton Simmers & Co, 
Glasgow). 

Hope, J. L. (Bird, Simpson & Co, Dundee) 

(Kidston, Jackson & Co, 


Jarvie, James, B.A. 


Glasgow) 


Kennedy, I. G. (William J. Young & Brown, 
Glasgow) 

Kinninmonth, A. P. 
Graham, Edinburgh) 

Kruszewski, C. (J. Harley Hepburn & Co, Kirkaldy 


Laing, E. F., pa (Thomson MecLintock & Co, 
Glasgow) 

Laird, D. G., m.a. (Kidston, Jackson & Co, 
Glasgow) 


(Robertson & Maxtone 


STOCKTAKING for audit, stock control etc.carried out by 
independent experts, quickly a | 





Lenton, G. (Thomson McLintock & Co, London) 

Liddle, J. S, LL.B. (Arthur Young McClelland 
Moores & Co, Edinburgh) 

Little, J. (Fleming & Wilson, Glasgow} 

Lothian,’ N., pa, (Arthur Young McClelland 
Moores & Co, Edinburgh) : 

Loudon, WM. (Hardie, Caldwell Ker & Hardie, 
Glasgow) ` o 


McBain, J. C. Oames Mine & Co, Aberdeen) 

Macdonald, I. G. C., B.com., Bse. (Brown, 
Campbell & Co, Edinburgh) 

McGrath; M. W., B.com. (Harmood Banner & Co, 
Edinburgh) 

McKechnie, J., pa, (Arthur Young McClelland 
‘Moores & Co, Glasgow) 

MacPherson, I. D. (McLachlan & Brown, 

` Glasgow) D 

Maxwell, R. G. (Turner, Hutton & Lawson, 
Glasgow) 


.- Mehta, S, M, J. (Scott, Peden & Co, Edinburgh) 


Melville, A. (Scott & Paterson, Edinburgh) 

Mitchell, A. R. S. (Weir, Buchanan & Co, Duns) 

Muir-Simpson, RB. M., LL.B. (Cooper Brothers & 
Co, Glasgow) 

Murray, J. (Leo Higney & Co, Glasgow) 


Neil (Miss), J. M. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Nelson, R. H. (Thomson McLintock & Co, 
Edinburgh) 


Osborne, L. J., LL.B. (Nelson, Gilmour, Scott & 
Co, Glasgow) 

Ostrowski, A. A. T. (Touche Ross & Co, Edin- 
burgh) 


Paterson, A. M. (Williamson & Dunn, Aberdeen) 

Porter, G. M. MA, (Arthur Young McClelland 
Moores & Co, Glasgow) 

Prior, J. (Wardhaugh & McVean, Glasgow) 

Purcell. A. H. (Arthur Young McClelland Moores 
& Co, Glasgow) 


Richardson, W. (Wilson, Stirling & Co, Glasgow) 
Rutherford, W. L., LL.B. (Whinney Murray & Co, 
Glasgow) 


Simpson, J. W. (Meston & Co, Aberdeen) 

Sinclair, A. W. (Meston & Co, Aberdeen} 

Smith, B. M. (William J. Young & Brown, 
Glasgow) 

Starling, A. C. (Bird, Simpson & Co, Dundee) 

Stevenson, E. I. (William Duncan & Co, Ayr) 

Stewart, C SC A., M.A. (Whinney Murray & Co, 
Edinburgh) 


Tawse, A. M. (Jas. Henry Reid & Son, Aberdeen) 

Telfer, R. J. A. (Turner, Hutton & Lawson, 
Glasgow) 

Thomson; CG (J. G. Williamson & Smellie, 


asgow 
Trafford, J. J. (McLay, McAlister & McGibbon, 
Glasgow) 


Waddington, A, R. (Thomson McLintock & Co, 
London) 

Woodcock, N. (Touche Ross & Co, Edinburgh) 

Woodier, A. M. (Touche Ross & Co, Glasgow) 

Wright, W. A. (Kidston, Jackson & Co, Glasgow) 


Young, J. A, LL.B. (Arthur Andersen & Co, 
Glasgow) 





efficiently ` 
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Notes 
Notices 











PROFESSIONAL NOTICES 

.Jack Goopman & Co, Chartered Ac- 
countants, announce that Mr C. R. 
WALTON, A.C.A., who has been with the 
firm for several years, has been admitted 
as a partner with effect from November 
ast, 1972. The style of the firm, the part- 
ners being Messrs J. GOODMAN, F.C.A.,, 
PL GOODMAN, A.C.A, and C. R. 
WALTON, A.C.A., will now be GOODMAN, 
“Watton & Co, Chartered Accountants, 
and the ‘practice will continue at 3 Cross- 
hall Street, Liverpool Lı 6DQ. 
.. Harris Lipman & Co, Chartered Ac- 
‘countants, of High Holborn House, 52-54 
High Holborn, London WC1V_ 6RI, 
announce that Mr Barry Davin Lewis, 
“ACA, is admitted as a partner. 

The partners of ALFRED TOOKE & Co, 
Chartered Accountants, announce with 
deep regret the death on October 26th of 

their former senior partner, Mr HERBERT 
WILLIAM PITT, F.C.A. 

H. W. West & Co, Chartered Ac- 
countants, announce that their address is 
now Palmerston House, 111 Kingston 
Road, Wimbledon, London SWig 1LT. 
Telephone: 01~542 1042. 


APPOINTMENTS 


“Mr Ronald Beaman, A.C.M.A., pre- 
viously ‘finaticial director for the con- 
ee division of 5. and K. Holdings 
becomes financial controller for the group, 
and Mr J. Murray Donald, a.c.c.a., has 

“been appointed secretary of S. and K. 
Holdings Ltd. 
=o Mr EW Carratt, a.1.M.T.a., becomes 
County ‘Treasurer of Cardiganshire on 
be retirement of Mr Richard Jones, 

ORLM.T.A, 

Mr Herbert Carroll, F.1.M.T.A., be- 
-comes Borough Treasurer of Worthing 
< following the retirement of Mr Herbert 
Keeling, ORE., F.LM.T.A., 

Mr Geoffrey Crow, D.F.C., A.ILM.T.A., 
i become City Treasurer of Sheffield, 


Mr J. 


on the retirement of Mr Frederick G. 


Jones, F.1.M.T.A. 


Mr Alan G. Glass, F.c.c.A., M.I.M.C., 
has joined Cedar Holdings as general 
manager, administration. Mr Glass was 
previously with Cooper Brothers & Co, 
management consultants, and specialized 
in financial and data processing manage- 
ment. 


Mr W. S. Page, a.1.M.T.a., has become 
City Treasurer of Birmingham in suc- 
cession to Mr F. Stephenson, F.1/M,T.A., 
who is retiring. 


OBITUARY 
Mr James Thomson Dowling, 
C.A., J.Dip.M.A. 
The death occurred last Sunday of 
T. Dowling, C.A, J.DIP.M.a., 
President. of The Institute of Chartered 


Accountants of Scotland in 1957-58 and ` 


a former partner in the Glasgow office 
of Messrs Thomson McLintock & Co. 

Admitted as a member of The Institute 
of Accountants and Actuaries in Glasgow 
(one of the constituent bodies of the 
Scottish Institute) in 1925, Mr Dowling 
displayed a keen interest in professional 
education, becoming in course of time 
President of the Glasgow Chartered 
Accountant Students’ Society and a 
member of the General Examining 
Board. He was a member of the Council 
of the Glasgow Institute from 1936 to 
1939, and joined the Council of the 
unified Scottish Institute in 1955, be- 
coming Vice-President in 1956 and 
President in 1957. 

In addition to his partnership in 
Thomson McLintock & Co — the firm 
in which he was also apprenticed — Mr 
Dowling’s appointments included direc- 
torships of the Bank of Scotland, the 
Scottish Amicable Life Assurance Society 
and a number of other companies. He 
was a trustee of the Scottish Hospital 
Endowments Research Trust, set up 
by the Secretary of State for Scotland 
under the terms of the Hospital Endow- 
ments (Scotland) Act 1953, and for 
many years acted as honorary treasurer 
of the Pollock Constituency Unionist 
Association. 


EXCHANGE CONTROL MANUAL 


Members of The Institute of Chartered 
Accountants in England and Wales may 
obtain copies of the Bank of England 
Exchange Control Manual through the 
Institute. Orders, accompanied by a 
remittance of £6 (representing £3 for the 
initial cost and a further £3 annual 
subscription for the issue of supplements 
as and when published) should be 
addressed to the publications depart- 
ment of the Institute. - 


INSURANCE BUSINESS 
STATISTICS 


Insurance Business Statistics, containin; 
statistical and other information based on. 
insurers’ annual returns to the Departe. 
ment of Trade and Industry for the: 
accounting year ended between Septem= 
ber rst, 1968, and August 31st, 1969, ha 
now been published. 

Copies can be obtained from HMSO 
49 High Holborn, London WC (retai 
counter service only) or DO Box. 569 
London SEr; or from other booksellers 
The price is fi 5 (by post £15-20). 


IN PARLIAMENT 

Tax Credit System: Computers 
Dame Irene Warp asked the Chancello: 
of the Exchequer what accommodation wi 
be needed for computers for the tax cre 
system; and where it will be located. ` 

Mr Parrick Jenkin: Whether or 
the Government decide to go ahead w 
the tax credit scheme will depend upo: 
whether such a scheme finds gene 
acceptability and commends itself to th 
House, as stated by my right hon. friens 
in his Budget speech. In the event of ; 
decision to proceed with the scheme, 
building will be required to house th 
main computer installation and the staff 
associated with it. Should the schem 
not be proceeded. with, the buildin 
would then be required to house the con 
puters to be used for the administratio! 
of the present. PAYE system. A me 
building has therefore been authorized, 
and will be located at Washington, Count 
Durham. 

Hansard, October 18th, 1972. Writer 
answers, col. 101. 


Value Added Tax: Charities ` 


Mr Bisuop asked the Chancellor of th 
Exchequer (1) to what extent. charitabl 
organizations concerned with (he dis: 
abled now pay purchase tax and selectiv 
employment tax; whether such bodig 
will be exempt from value added tax; 0 
what rate of tax will be payable; 

(2) to what extent charitable organiza 
tions concerned with the mentally handi 
capped now pay purchase tax and select 
employment tax; whether such bod 
will be exempt from the value added tax 
or what rate of tax will be payable, ` 

Mr Hicerns: Charities concerned wi 
the disabled and mentally handicappe 
bear purchase tax on their purchases o 
chargeable goods in the same way 
non-charitable organizations. SET. alsı 
enters into the price of purchased go 
and services. They also pay selectiv 
employment tax for their employees bu 
these payments can be refunded, 

Many of these charities will be exemp 
from. value added tax because thei 
activities are among those specifically 









` taxable activities does not exceed £5,000 
a year. Others will be liable for the 
standard rate of VAT on certain of their 
` activities, 

=> Hansard, October 19th, 1972. Written 
= Answers, col, 141. 





Company Returns 


_ Mr CANT asked the Secretary of State for 
` Trade and Industry whether he will 
_ publish an estimate of the percentage of 
| companies which are in arrears with their 
- teturns; and what steps his Department 
are taking both to reduce this figure and 
“increase the number of prosecutions. 
— Mr Nos te: Overall about one company 
“in three is more than three months late 
at any one time, although the degree of 
|. non-compliance by public companies is a 
` very small proportion of these, As com- 
` puterization in Companies House gathers 
pace, the Registrar will be able to take 
earlier enforcement action against de- 
` faulting companies. 
7 Mr Canr asked the Secretary of State 
_ for Trade and Industry how many com- 
+ panies were prosecuted by his Depart- 
ment under the Companies Acts for 
failure to send in their returns by the 
due date in the years 1970, 1971 and 1972 
© to date, respectively; and what was the 
average fine. 
-Mr Nose: Information about the 
q number of prosecutions under section 126 
of the Companies Act 1948, is published 
in the companies annual report. To 
calculate the average level of fines over 
_ > the period requested would involve undue 
expenditure of staff resources. 
_ Hansard, October ` 24th. 
- answers, col. 249. 

















Written 


VAT FOR EXECUTIVES 


"Pwo one-day courses on value added tax, 
intended for directors and senior execu- 
__ tives, will be presented at the Kensington 
_ Palace Hotel, London W8, on November 
zand and 23rd. The first, ‘(VAT appreci- 
ation’, should give participants a clear 
ippreciation.of how VAT will fit into the 
economic management of the UK, the 
nature and significance of various reliefs 
-from VAT, and its probable effect on 
~ costs, cash flow and profits. The second, 
_ ‘VAT in practice’, will deal with treat- 
— ment of inputs and outputs, special 



















exempted or because their turnover from classes of _ transactions 


JOHN FOORD & 


61 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS | 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. : 


~ 


and the advantages or otherwise of group 
registration. 

Participants may register separately for 
either course, but it is anticipated that 
some at least of those who attend on 
November 22nd will also wish to get down 
to brass tacks on the following day. 
Applications should be addressed to 
Boardroom Courses Ltd, PO Box 40, 
Amersham, Bucks, accompanied by the 
fee of £30 per day; this is inclusive of 
morning coffee, lunch and afternoon tea, 
and all documentation. 


SECRETARIES’ CHRISTIAN 
FELLOWSHIP 


The annual dinner of the Secretaries’ 
Christian Fellowship was held recently 
at The Penn Club, Bedford Place, 
London, presided over by Mr Peter G, 
Watson, F.C.1.8. 

The guest speaker was Mr Philip S. 
Henman, M.INsT.T., formerly Chairman 
of The Transport Development Group 
and currently President of the Federation 
of London Christian Unions. The sub- 
ject of his very challenging talk was posed 
in the form of the question: ‘Has the 
Christian faith any relevance to contribute 
to the life of the people in the seventies.’ 


BUSINESS STATIONERY 
CHANGES 


A new booklet illustrating the changes 
required in letterheadings and. order 
forms to conform with the European 
Communities Act, and in invoices and 
credit notes to conform with VAT legis- 
lation, has been published by the British 
Federation of Master Printers. 

Entitled Business Stationery must meet 
EEC and VAT Requirements, the booklet 
contains examples of two letterheadings, 
three invoices, an order form and a credit 
note to show what additional information 
will have to be included on them in 
future. The changes relating to letter- 
headings and order forms affect all 
companies in Great Britain registered 
under the Companies Acts; and new 
invoices and credit notes will be required 
by most traders registered for VAT 
purposes. 

Copies of the booklet may be obtained 
from the BFMP, 11 Bedford Row, London 
WCIR 4DX, price 25p each, post free. 








S record-keeping 


COMPANY 









THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND | 
AND WALES 


Technical Advisory Committee 


The 180th meeting of the Technical ` 
Advisory Committee was held on Thurs- 
day, October sth, in the Council Chamber ~ 
at Chartered. Accountants’ Hall, London: 
Those present were: 

Mr A C. Essex (in the chair in the ab- 
sence of Mr J. A. DP Whinney), Messrs Gi- 
Bar, N. F. Beecham, M. T: R. Brookman, 
R. St. J. Buller, J. Burgoyne, L. H. Clark, 
I. F.H. Davison, N. J. Edwards, R. Firth, 


CR P Goodwin, J. H. Hewitt, Halmer — 


Hudson, A. P. Hughes, H. B. Huntington» 
Whiteley, R. Lovely, K. Mashford, I. D 
Muspratt, D. Napper, R. D. Pearce, 
G. B. Pidsley, J. M. Pitts, H. G. Sergeant, 
C. R. Shaw, M. Sheppard, C E. Smithy” 
K: R. Stanley, F. W. R. Stocks, T. P.” 
Thomas, G. Thompson, T. I. F. Tod, 
R. F. Watkins, E. Watts and P. C. 
Westwood, with Mr G. A. Slator, Secre- 
tary to the Committee. 

Mr P. J. Rutteman attended by in- 
vitation. 


The late Mr E. F. G. Whinney 

The Chairman reported with regret the 
death on October 1st of Mr Ernest 
Frederick Golden Whinney, M.A., F.C.A., 
a past member of the Council and a 
member of the committee from 1953 to 


1957- 


Membership 
The Chairman welcomed Mr I. D. 
Muspratt (Beds, Bucks & Herts) who 
was attending a meeting of the committee 
for the first time. 


Matters considered 

Technical Matters considered included: 

ED7 — Proposed SSAP ‘Accounting for 
Extraordinary Items’. 

Draft proposed SSAP’s ‘Accounting for 
Deferred Taxation and The Account- 
ing Treatment of Grants under the 
Industries Act 1972’. 

Discussion Paper ‘Notes on Accounting 
for Corporation Tax under the Im- 
putation System.’ 


Future meetings 

It was noted ‘that meetings of the com- 
mittee bad been provisionally arranged 
for Wednesdays, November 29th, 1972 
and January 31st, 1973, and Thursdays, 
March 29th and May 31st, 1973. 
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The institute of Taxation 


PRESIDENT: H. WARBRICK, F.C.C.A., F.C.LS., ET 

VICE-PRESIDENTS: DESMOND F. AIREY, A.C.A., F.C.C.A., FTL. ALLAN. ik BRENT, F.C.1.S., F.T.LL 
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The Institute of Taxation exists to promote the study of, and the interchange 
of information about, taxation among members of different professions. Conferences 
and lectures are held and members receive regular circulars, digests of tax cases 
and annotated copies of legislation. Representations are made on technical aspects 
of taxation. 

Those not qualified for membership may subscribe to a scheme under which 
they receive all the publications, except that the circulars are occasional only and 
deal with general matters as distinct from those of specialised professional interest. 

Full particulars of membership, which is by examination, and of the subscriber 
scheme may be obtained from: 


The Secretary: The Institute of Taxation, Clifford’s Inn, London, EC4A 1DE. 





He runs off to Rio 
with the profits 
and where does that 
leave you? 


It doesn’t happen often, but a lot 
of silly things can affect shares Wen, 
just when you want to sell. 

That’s why, if you’re wise, you will 
have invested at least part of your 
portfolio in the Leicester Permanent. 

Where it’s safe as houses; earns 54% 
interest - with income tax paid by the 
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Principals with the 
responsibility for training 
| newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


| 

| 

| 

i 

| 

| 

| 

| 

| 

| 

| 

H 

All bona fide Principals who are considering the | 

postal coaching arrangements for their newly articled | 

clerks are invited to inspect a copy of the Metro- | 

politan College Study Manuals, to see for themselves | 

that the contents are thoroughly up to date and | 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 

tutorial service that receives the constant and | 

enthusiastic commendation of the students. | 

| 

| 

H 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 
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Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





~ Metropolitan College unassailable record 
| of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


| 
| 
| Be guided by the experience of others 
| 


TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES 

the College Accountancy Prospectus {stating the examina- For students who wish to participate in linked oral 
tion in which you are interested) to the Metropolitan 
College (A1), St Albans, or CALL at the London Advisory 


Office, 30 Queen Victoria Street, London EC4N 4SX Technology and Metropolitan College now offer 
(01-248 6874). After office hours (5 p.m. Monday—Friday) these facilities. Please write to: Metropolitan 
telephone messages are recorded electronically. College for details of various courses available. 


H 
| 
H 
| 
| 
| 
and correspondence tuition, the Luton College of ! 
| 
| 


Metropolitan College, St. Albans 


Accredited by the Council for the Accreditation of Correspondence Colleges. Founded 1910 
Member of the Association of British Correspondence Colleges. 
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Auditing the Smaller Con pany | 


COMPANY is a company, at least until Parliament 
N declares otherwise. Such is the substance of last 
~-week’s release by the Council of The Institute of Chartered 
Accountants in England and Wales — reproduced on other 
"pages — on ‘Audit Problems of the Smaller Company’. 
_ Support for the idea of modified — not necessarily 
‘qualified’ — audit reports for the smaller company, par- 
ticularly in the former ‘exempt private company’ category, 
derives largely from the 1970 Oxford Summer Course 
paper, ‘Smaller Audits ~ Bigger Problems?’, by Mr Kenneth 
© Sharp, T.D., M.A., F.C.A., now Vice-President of the Institute 
(The Accountant, July 16th and 23rd, 1970). Among a 
number of discussion points at the end of his paper, Mr 
Sharp included ‘Is the introduction of some modified 
form of standard audit report for small companies desirable 
if there is no legislative change?” and ‘Is a negative assur- 
ance an acceptable form of audit report’? 

By tradition, the aim of papers such as this was to 
provoke and stimulate discussion rather than to present 
the speaker’s views as an authoritative and definitive 
exposition. The Council, however, has now returned a 
firm negative to both questions quoted above; regardless 
‘of the size of the company, it is stated, ‘auditors are required 

` be law to state an opinion as to the truth and fairness of the 
accounts. This expression of opinion must be unambiguous. 
No form of modification [has] emerged which met this 
criterion’. 

While this approach may be condemned as unrealistic 
by some smaller practitioners — particularly those who 

¿ suspect the Institute of an element of large-firm bias — 
_ it can be defended on at least two grounds which, though 
not expressed in the Council’s statement, may well have 
` been implicit in its thinking. First, the privileges of 
limited liability, which are enjoyed alike by the largest 
“companies and by the smallest, impose commensurate 


` responsibilities. Secondly, if modified audit reports and ` 
negative assurances were to become a professionally accept- 
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able practice, they might well also become, in time, | 
excuse for a decline in audit standards ~ to the prejudice 
of creditors and others seeking to rely upon ` 

accounts. 

Internal control in the smaller company, it is now w 
recognized, may prove deficient in two respects — substa 
tial domination of the accounting and financial managem: 
functions by one person; and the small number of e 
ployees, rendering a comprehensive system of interna 
check impracticable. Whilst these features are likely te 
impose additional burdens upon the auditor, they hardl 
justify such a relaxation of effort as might be expected ti 
follow the view, tacit or expressed, that the full range o 
statutory requirements could not be applicable to such. 
company. Rather, as the latest statement makes clear, th 
auditor is likely to find it necessary to increase the amount of 
transaction testing and to intensify his procedures for. 
verification of assets and liabilities. 

In the course of the audit of such companies, the audito 
may well find it necessary to rely to a significant extent ©: 
representations from management, often enough in cir 
cumstances where direct corroboration is not forthcoming 
The absence of direct confirmation, it is stated, is not 
itself a ground for disbelief: the matter is, rather, one fo 
the ‘cautious exercise of the auditor’s judgement’ in th 
light of such indications as significant ratios; the scale 
scope and type of the company’s business; and material: 
Where such representations are consistent with whate 
evidence may be available, a qualified audit report may n 
be justified. On the other hand, where evidence reasonabl 
to be expected is not forthcoming, or is inconsistent 
the representations, the report should. be qualifie 
accordance with. the principles of section Uro- of 
‘Members’ Handbook, ‘Auditors’ Reports: Forms. | 
Qualifications’ (The Accountant, August 24th, 1968). 

A real difficulty in the smallest class of companies is that 
a substantial part of the time of the ‘auditor’ is, in fact, 












devoted to the preparation, rather than the audit, o 


accounts from some very incomplete records. It could, 


indeed, be wished that the present statement had dealt 
a little more fully with this aspect, than by means of no 
more than a few lines, in the appendix. Whilst this situation 
is not necessarily inimical to professional independence 




















ORMALLY, a freeze is followed by a thaw but last 
week the Bank of England, acting upon instructions 
from the Treasury, announced a call for special deposits, 
estimated at over £200 million, from the banks. The call 
is to be completed before the New Year. One-half is to be 
paid over at the end of this month and the balance in 
mid-December. 

~ Since the object of such a call is to reduce the liquidity of 
the banking system, with a consequential reduction in its 
ability and willingness to grant credit, there will inevitably 
be speculation as to its probable impact upon borrowers. 
One thing is certain; the cost of borrowing is going up. 

It can hardly be claimed, however, that the call came as a 
surprise. In mid-August the Bank of England requested 
the clearing banks to limit their lending to property 
companies and to those seeking credit for what are euphe- 
mistically termed ‘financial transactions’. 

` Recent criticism of the rapid growth in money supply 
as a contributory factor to inflationary pressures has been 
increasing in volume. The bare statistics alone suggest 
that the case is well-founded. The recent rate of growth in 
the money supply is more than 20 per cent above the rate 
during last year; the clearing banks’ rate of increase in 
advances is three times as large as the figure for money 
upply, compared with the preceding year. 

Before too much is read into the move by the Bank of 
England, it needs to be recalled that there are good tech- 
nical reasons for its action. The banks have large amounts 
of short-dated stock approaching maturity which will soon 
rank as reserve assets. If this happened, then the liquidity 
f the banks would be greatly boosted. What the authorities 
have done is to take up some of the slack before the flood 
f liquidity develops. If the banks were to be left sated 
_with liquid funds, the flood of New Year borrowers would 
3e all too quickly and easily satisfied, with serious con- 
quences for the money supply. 
` Comparisons with past credit squeezes and recollections 
_of their disastrous effects on the economy are inevitable. 
_ Too much credence should not be attached to such fears. 
` There are two reasons for this claim: first, the banks are not 
_ short of liquid funds, and secondly, the Government most 
certainly has no desire to risk strangling the incipient 
` revival in the level of economic activity and improvement 
< in business confidence, noted in last month's CBI Industrial 
` Survey. 


























(since the auditor must in any event satisfy himself of the | 
proper performance of every step from source data to 
final accounts), the recommendation that ‘it is desirable to 
separate the accountancy and audit work’ is likely to be 
dismissed as an unattainable ideal by many small prac- 
titioners. 


After the Freeze — the Squeeze 


The Government has been at pains to emphasize its goal 
of 5 per cent growth in the gross national product in its 
pre-freeze discussions with the TUC. The fact that sterling 
has been allowed to float without undue pressure on the 
Bank of England to intervene means that the old bogy ` 
of the past quarter of a century, i.e., the run on the reserves, 
can be ignored. 

It is still the freeze which is the most important fact of 
life at the present. The anomalies are already glaringly 
obvious. While the electricity supply and bus transport 
workers have contrived to beat the freeze, the lower-paid 
agricultural workers, it appears, must await its end before 
they collect their award. Similarly, the London teachers 
can only fume over the outcome of their demand for an 
increased London weighting. l 

It remains to be seen just how effective the freeze will.. 
be in connection with retail prices which the Government 
steadfastly and reasonably refused to try and control by. 
Statutory measures — to do otherwise effectively would. 
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involve all the paraphernalia of tickets, permits, and 
perhaps even rationing, for world market conditions 
for meat and wheat will ensure that prices are unlikely to 
- fall, while quality and quantity changes of many fabricated 
_and processed products are almost impossible to monitor 
adequately. 


In short, the basic need for a system of wage negotiation. 
based upon social justice rather than industrial power 
remains. The fact that the more powerful unions have 
apparently forgone the opportunity of participating in the 
formulation of economic policy for the sake of short-term 


advantage is comment enough on the current state of affairs. 





Professional Ethics — Two 
‘New Pronouncements 


IGNIFICANT relaxations in 

` kel Uc rules relating to announce- 
ments in the general (non-accountancy) 

¿press were approved by the Council 
of The Institute of Chartered Ac- 
` countants in England and Wales at its 
meeting on November 7th, mentioned 

on another page. Changes in partner- 
ship, including amalgamations and 

7 changes of name, may now be pub- 

` lished in the general press; previously, 
such announcements were permitted 

only in cases of the retirement or 
` death of a partner, or dissolution of a 
e partnership. 
It is emphasized that announce- 
- ments of this kind should be confined 
to a statement of the facts, whether 
appearing editorially or as paid ad- 
vertising. Practising members of the 
Institute are still forbidden to an- 
mounce, other than in the accountancy 
press, changes of address or the 
opening of a new office. 
The rules as published create a 
potential anomaly in the case of 
amalgamations. Where an amalgama- 
tion is accompanied ~ as has in fact 
occurred in the past — by a removal to 
new premises, announcements in the 
general press may record only the fact 
of the amalgamation and not the new 
address, If, however, the amalgamated 
firm continues to practise from the 
= address of one or more of its con- 
stituents, the mention of such an 
address as part of the amalgamation 
` announcement does not appear to be 

R prohibited. 

"The Council has also declared its 
view that members of the Institute 
engaged in commerce and industry, 

and even though their work may not 
be that normally carried out by the 





profession, are not thereby absolved 
from their duties and responsibilities 
as members of the profession. Such 
members, it is stated, are answerable 
for discreditable behaviour, not only 
in the ways in which everyone is 
answerable, but also to their colleagues 
in the profession. The ethical obliga- 
tions of accountants not in practice 
have been a subject of discussion 
several times in recent years, par- 
ticularly at a business session follow- 
ing the English Institute’s annual 
meeting in 1964 (The Accountant, 
May 16th, 1964) and in a contributed 
article published in The Accountant 
for November 3oth, 1968. 

The amended rules will be included 
with the next distribution of material 
to members of the Institute, for 
inclusion in the appropriate part of the 
Members’ Handbook. 


Interfirm Comparison 
Report out soon 


HE report on interfirm comparison 
for accountants in public practice 
organized by The Institute of Char- 
tered Accountants in England and 
Wales (The Accountant, May 25th, 
and July 2oth) will be sent to parti- 
cipants early in December. 
The report will be in three parts: 
(a) A set of tables containing 23 ratios 
for each of the 800 participants. 
Firms are grouped according to 
their size and location and medians 
and quartiles for each ratio are 
provided for each  size/location 
group. 


2) A users’ guide to the interpretation ` 
gu d D 


of the diflerences between the 
participants’ ratios and those of 
other similar firms. 


(3) A self-diagnosis and planning work 
sheet to help participants: 
(a) diagnose their strengths and 
weaknesses} 
(6) plan appropriate remedial action 
an 
(c) set realistic targets. 

The present report is being sent 
only to participants. 

Encouraged by the immedia 
success of this venture, the Institu 
has announced its intention of repea 
ing the comparison in 1973, and firm: 
wishing to participate may apply no 
if they so desire. The service is 1 
restricted to firms composed solely of 
members of the Institute, and oth 
practising accountants are welcome 1 
take part. : 


Guidelines for the 
Redundant Manager 


OST executives are little p 

pared for the time when they 
Ee? be made redundant. ‘The ma 
ager faced with redundancy has ` 
try and cope with a host of problems 
even more acute in cases where little 
prior warning is given — and wi 
almost certainly have to re-examine 
his financial position as well as taking 
careful stock of his re-employment 
prospects. 

Following the publication of its 
report on managerial mobility an 
redundancy earlier this year (77 
Accountant, June 15th) the British 
Institute of Management has. now 
published Guidelines for the Redundani 
Manager — designed specifically ` 


help the redundant manager by givi 


him the latest, concise and practic 
information on the financial benefi 
available to him and how to obta 
them. It draws attention to. the” 


points he should consider in. fi 
other employment, and tells hin 


-existing organizations and 


which assist redundant ee and 
executives. 


Prepared by the BIM with the help 






















and the Department of Health and 
` Social Security, the booklet covers in 
_ detail payments under the Redundancy 
„Payments Act 1965, ex-gratia pay- 
ments, unemployment benefit, earn- 
ings related supplement, supplemen- 
~= tary benefits, tax rebates, mortgages, 
-pension schemes, retraining, and spon- 
` sorship for retraining. 

: Guidelines for the Redundant Man- 
_ ager is available from Publications 
- Supplies, Management House, Parker 
Street, London WC2B sPT, price 4sp 
= (by post sop). 





‘Stricter Control on 
Filing of Accounts 


THE Government intends to exer- 
` TI cise a stricter control over default- 
ing companies, particularly in regard 
_ to the filing of their annual accounts. 
_ Speaking earlier this month in the 
‘House of Lords, in the debate on the 
Queen’s Speech, Lord Aberdare an- 
nounced on behalf of the Government: 
‘The Companies Act requirements 
with regard to the filing of accounts are 
not being as fully observed as they 
ought to be, and a short Bill to amend 
the provisions of the Companies Act 
by substituting a clearer and more 
straightforward definition of the obliga- 
tions of companies in this respect will 
be introduced.’ 
© The Government’s intentions have 
been welcomed by, among others, 
Mr Alfred Purse, LL.B., F.c.LS., Presi- 
dent of the Institute of Chartered 
Secretaries and Administrators. The 
CIS, he said, would welcome the 
introduction of such a measure, and 
had been glad of the opportunity of 
making representations to the Govern- 
ment on this subject. 










conference, organized by the CIS in 
London last week, on the subject of 
Implementing VAT - Company 
Strategy and Action’. 


Personnel Selection 


` LJOW valuable is the traditional 
-L F interview in assessing a potential 
_ candidate for employment? A recent 
_ British Institute of Management pub- 
_ lication, Personnel Testing — A Guide 
` for Managers, suggests that it may be 


_ overrated, and that the imperfections 


of the Department of Employment 


Mr Purse was speaking at a one-day 





-of application forms, interviews, refer- 
ences and certificates make it necessary 
for them to be supplemented by other 
methods of assessment. 

These, it is recommended, should 
enable candidates to be assessed in 
the same, standardized situation, and 
their performance evaluated: ob- 
jectively against a common yardstick. 
Further, this evaluation should pro- 
vide a reliable measure of a clearly 
defined type of behaviour which 
provides a valid predictor of the 
desired job performance. 

Separate chapters deal with attain- 
ment, intelligence, aptitude, interest 
and personality tests; there are also 
warnings on the importance of security 
of test material (a point on which some 
suppliers are allegedly rather lax) 
and of the dangers of unskilled test 
construction. Personnel Testing — A 
Guide for Managers, by R. F. 
Holdsworth, is available from BIM 
Publications Supplies, Management 
House, Parker Street, London WC2B 
5PT, price £1 (by post, £1-10). 


The Body-shunting 
Trade 


CTIVITIES of private employ- 

ment agencies, which formed the 
subject of some correspondence in 
The Accountant last August, again 
attracted comment in Parliament last 
week. Mr Gavin Strang (Lab., Edin- 
burgh East), who earlier introduced a 
Bill to abolish private agencies, claimed 
that he had since been ‘inundated 
with examples of abuses’ from both 
employees and employers. He called for 
the Government tointroduce legislation 
to control and restrict the activities of 
private agencies, preferably in time 
for it to be included in the Industrial 
Training Bill. 

For the Government, Mr Dudley 
Smith, Parliamentary Under-Secretary 
of State for Employment, disclosed 
that an important consultative docu- 
ment had been circulated to interested 
parties, with a view to obtaining their 
ideas on possible amendments to 
existing legislation. Whilst be could 
give no undertaking about proposed 
legislation, replies to this document 
were not yet complete; the Govern- 
ment would regard it as important 
to have full consultation before reach- 
ing a decision. anes 





__ Mr Smith confirmed, in reply to 3 
further question from Mr John Page 
(Con., Harrow West) that the Em- 

ployment Agents Federation of Great ` 
Britain was a party to these consulta- 
tions; some of its views, he said, had 

been very valuable. A number of local. 
authorities, whose views had also been 
sought, already had provisions for the 
registration of private employment 
agencies, 


Stakeholder Entitled to 
Interest 


pNTEREST earned on a deposit 
received ‘subject to contract’ from 
an intending purchaser could be 
retained by an estate agent, it was _ 
held in the Chancery Division last. 
week. The Vice-Chancellor, Sir John 
Pennycuick, dismissed a claim by 

Miss Susan Loppert for interest of ` 
approximately £45 on a deposit of 
£3,250 paid on March 17th and re- 
funded to her on August 10th, she 
having decided not to proceed with ` 
the purchase. 

Evidence was given (Potters v, 
Loppert, The Times, November ob) ` 
that the agents had not sought to find 
any alternative purchaser whilst the _ 
property was under offer to Miss 
Loppert, it being contrary to their 
practice to do so. For Miss Loppert, 
it was contended that the agents had 
received the money in a fiduciary 
capacity, and must account for it on 
general equitable principles. 

Reviewing the authorities, the Vice- 
Chancellor referred to Harington v. 
Hoggart ((1830) 1 B & Ad 577), where 
it was held that a stakeholder might 
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be called on to repay money at any 
time, and therefore was not liable to 
pay interest upon it to the vendor 
when a purchase was completed. In 
the present case, his lordship thought 
that the capacity of a stakeholder 
‘must remain constant throughout; it 
was impossible to regard the deposit as 
being held prior to contract as a 
trust obligation and thereafter as a 
contractual obligation to repay a sum 
of money. Whilst he was reluctant to 
reach a conclusion that could not be 
regarded as fair and reasonable be- 
‘tween the parties, he thought that the 
interest earned in the present case 
‘represented not merely a reward for 
the agent’s trouble, but also a re- 
¿compense for the ‘sterilization’ of the 
‘property during the period in question, 
‘which had prevented the agent from 
earning commission on a sale to 
another party. 

In view of the general importance of 
the case, the Royal Institution of 
Chartered Surveyors and the In- 
corporated Society of Valuers and 
Auctioneers had agreed to meet the 
taxed costs of both parties. 


Analysts’ Views on 
Earnings per Share 


[EARNINGS per share under the 
‘imputation’ system of corporation 
tax, in the view of the Society of 
Investment Analysts, should be ex- 
pressed on the basis of ‘nil distri- 
‘bution’, in preference to the alter- 
natives of either ‘full distribution’ or 
‘net earnings’. This finding, on the 
part of a working party of the Society, 
¿has now been endorsed by its Council, 
and was issued earlier this month as an 
-official recommendation to members. 
The Accounting Standards Steering 
Committee’s present definitive stand- 
-ard of accounting practice on earnings 
per share, SSAP 3 (The Accountant, 
March 23rd) is based on a non- 
imputative corporation tax and it is 
“recognized, may require amendment 
to take account of the imputation 
system. A discussion paper issued by 
the ASSC (The Accountant, September 
_ 28th) however, favours the ‘net earn- 
ings’ basis of calculation in preference 
to ‘nil distribution’ as now reccm- 
mended by the Society of Investment 
` The latter has argued that ‘full 








distribution’ is unacceptable, for several 
reasons, as a basis of calculation. It 
would present problems, it is claimed, 
in the treatment of associated company 
profits and minority interests, the 
approach to which would depend on 
the level of disclosure; further, it 
would usually be ‘a notional figure 
involving a degree of estimation and 
the assumption that such a payout is 
possible’. 

In making its choice between ‘net 
earnings’ and ‘nil distribution’, the 
Society recognizes that the former has 
already been recommended in the 


ASSC discussion paper, and has the’ 


advantage of being readily calculable 
and realistic; and: further, that ‘net’ 
and ‘nil distribution’ figures would be 
the same for approximately 85 per 
cent of UK companies. The distinc- 
tion between the two bases lies in the 


“treatment of excess ACT (advance 
























corporation tax) and irrecoverable 
foreign tax arising where companies 
have insufficient UK corporation tax. 
The ‘nil distribution’ basis does not 
change with the level of distribution: 
it is also considered to be more logical 
in that excess ACT (which only arises 
as a result of a dividend distribution) 
can be reduced or eliminated by a 
reduction of dividend. 
No useful purpose, it is considered, 
would be served by computation of a 
‘hybrid’ EPS figure during the tran: 
tional period; the Society recommends 
comparison on a ‘pro forma’ basi 
as if one system of tax had been in 
force throughout the year. It has also 
reaffirmed its determination to press 
for adequate disclosure in accounts to 
enable dividend cover and. P/E ratios 
to be established. Se 





Exemption from Reserve 
Pension Scheme 


ONDITIONS for exempting em- 

ployees and their employers from 
participation in the State reserve 
persion scheme were outlined in the 
course of a written Parliamentary 
answer last week by Mr Paul Dean, 
Under-Secretary for Health and Social 
Security. The Minister’s statement is 
as follows. 

Under the standard recognition 
test laid down in the Social Security 
Bill 1972 for exempting employees 
and their employers from contributing 
to the reserve pension scheme, their 
occupational scheme must provide a 


minimum level of personal retirement 


pension based on their reckonable 
earnings throughout the whole of their 
relevant period of employment. This 
test can readily be applied to average 
salary pension schemes. The Bill 
enables alternatives to the standard 
test to be prescribed for money 
purchase and final salary schemes, and 
for schemes which provide death 
benefits by allocating a part of the 
man’s personal pension. These al- 
ternative tests will be more precisely 
formulated after further consideration, 
but the Government’s proposals are 


‘guaranteed on the same earnings unde 


per cent higher if the occupational 



















likely to be broadly on the following 
lines: = 

To qualify for recognition, the Bill 
requires money purchase schemes t 
be based on a contribution of at lea 


ance with an age-related scale. | 
addition, the scale should include < 
guaranteed element giving a personal 
pension which (subject to mino 
variations) is at least as high as the 
pension the employee would have been 


the reserve pension scheme — or 25 


scheme makes no provision for po 
retirement increases. Where schemes 
have a higher contribution than 5 pe 
cent, the conditions relating to mini- 
mum benefits in recognized schemes 
(precluding, for example, commut 
tion) will not apply to benefits abo 
the product of a 5 per cent contribu 
if these can be satisfactorily ic 
For schemes giving post-retit 
increases, it is envisaged that’ 





he 
minimum personal pension required 
for recognition should be at least 0-6 





per cent (0-4 per cent for women) 
of final reckonable earnings for each 
year of recognized pensionable em- 
ployment; but, in order to protect the 
short service employee, the scheme 
should either: 

(a) substitute 1 per cent (o7 per cent 
for women) for each of the first 
five years of such service; or 

(b) increase the deferred pensions of 

those who leave before pension 
age, over the period up to pension 
age, by 3 per cent per annum 
compound or on one of the alter- 
native bases open to recognized 
schemes for increasing pensions in 
; payment. 

In schemes not giving post-retire- 
ment increases, the minimum pension 
would need to be 25 per cent higher. 
` Final reckonable earnings would be 
earnings in the last year of service or 
average annual earnings over a longer 



















formulae would be lowable, such as 


the average of the best three years in 
the last ten. l l 
Schemes providing widows’ pen- 
sions on death after retirement by 
allocating a part of the man’s personal 
pension at pensionable age will be able 
to satisfy the recognition requirements, 
provided that allocation is made 
compulsory for married men and thé 


minimum personal pension before 


allocation is at least 25 per cent higher 
than would otherwise have been the 
case. 


No Partnership 


CLAIM by Mr Ronald Stekel, 

A.c.A., for an account of the 
affairs of a partnership alleged to have 
subsisted between himself and Mr 
Charles Ellice, F.c.a., as ‘Stanley 
Kennard & Co’ was dismissed in the 
High Court last week. 





` Me Ellice denied that a full partner. 





ship had ever subsisted, and argued 
further that, by the terms of an ` 
agreement reached in 1968, Mr 
Stekel’s interest in the business was 
limited, to the amount of his fixed 
salary. If Mr Stekel had any interest. 
in the goodwill of the business, that 
interest had been satisfied by allowing 
him to retain his own clients when the 
agreement between the two parties had 
ended. 

Giving judgment, Megarry, J., 
said that Mr Stekel had joined Mr ` 
Ellice in 1968, after the death of his 
former partner, on a probationary 
basis with a view to partnership. 
The relationship had been determined: 
by mutual agreement in August 1970, 
at which time Mr Stekel, with Mr 
Ellice’s consent, had departed with all ` 
the papers relating to the affairs of his ` 
own clients. 


period before leaving, but other 





















<THIS IS MY LIFE 


The Weaker Sex 


by An Industrious Accountant 


ORRIS had worked most of his time with us in 
Furniture, being the local expert on mahogany, 
“veneers, Sheraton, and so forth, but at 65 he retired 
_ suddenly. He d earned his full two-thirds salary as pension, 
_he grunted sourly, so why continue for a measly third of his 
pay, chief buyer or no chief buyer. 

He died six months later and I duly condoled with the 
dow at his funeral. Tall, thin and vaguely helpless, she 
ook the opportunity of asking if she could see me the 
following day about her pension. Poor Morris had always 
held the purse-strings, she mourned; she’d no idea yet of 
what money she'd have. I remembered his hard-eyed 
stare and felt be d have no use for weaklings. 

She entered my office carrying a shabby old briefcase, 

whose contents she promptly distributed over my desk. 
Morris had never let her see what he kept there, she 
„announced tearfully, but when she got his keys at last and 
“saw the contents she thought she’d ask my advice; after all, 
we'd known each other for years. 
I sorted out her papers. There were bundles of share 
certificates, some old — Imps, Gussies, Coats — some newer — 
=- RTZ, Decca, ICI — and an elastic-bound bundle of 
“dividend tops - Shell, Barclays, Guinness and others. Some 
of them, at first sight admittedly, didn’t tally with the 
_. certificates, but the value was startlingly high. 





She dabbed at her reddened eyes and sniffed that dear ` 
Morris had been so thoughtful, leaving her this windfall 
as well as half his pension. He’d planned a little holiday, 
his first for years, but that was before he was took so sudden, ` 
like! 

I thought of David Copperfield’s thrifty old friend, 
Barkis, leaving his widow the box beneath his bed with 
£3,000 in savings (not bad by 1850 standards), and asked 
casually how Morris had accumulated so much. 

She stiffened slightly, and her gaze narrowed. He’d 
saved it out of his pay over the years, she answered sharply; 
he’d never spent a penny on himself, poor dear, always 
thinking of what might happen to her when he was gone. 

At a rough estimate, the certificates were totting up toa ` 
small fortune. That never came out of his pay, I thought, 
not so-and-so likely ... an unworthy memory of the low 
profits he’d always returned on his furniture department; 
we'd nearly demoted him twice . . . of his thin lips twisting 
as he explained, justified and protested. Did he gamble at 
all, I asked her gently — on horses, or on the Stock Exchange? 

Yes, yes, often, but she never knew the details, she 
assured me eagerly ; of course, gambling winnings weren’t ` 
taxable, were they? That capital gains tax was an atrocity. 
All she really wanted was advice about cashing the shares 
quietly, because she hadn’t told poor Morris’s solicitor yet. 
He’d only start asking questions about estate duty. Besides, 
half of it legally belonged to her as the widow, didn’t it? 


All she wanted was a nice accountant to handle things 


privately for her, confidential-like. 

With a vague urge to disentangle myself promptly from 
a network of trickery, I suggested the bank manager as an 
ideal choice, but she demurred. Much too stiff and formal, 


_she’d never face him; besides, he was too nosey. So finally 


I sent her to our auditor, who’s nobody’s fool at all — and 
reflected that maybe Morris had been well matched. 


ACCOUNTANT 





Three tips 





To increase profitability you need 
detailed, current information of 
your company’s performance at 
your fingertips every month. 

And that’s where Management 
Dynamics come in. 

We've got three proven computer- 
ised ledger systems that are already 
firm favourites with accountants. 

Sales Ledger provides the infor- 
mation you need to exercise greater 
control over debtors and gives you a 
complete analysis of sales. 


@© Management Dynamics Computer Service Bureaux 


Amember of The Management 
Dynamics Group 





Company 


i Name 


To: Director of Sales, Management Dynamics 
Computer Service Bureaux, Heathrow House, 
Bath Road, Cranford, Hounslow, Middlesex. 


or the Ledger 





Purchase Ledger provides infor- 
mation which lets you take full 
advantage of suppliers’ discounts 
and credit facilities, lowering costs 
and providing better utilisation of 
capital. 

And Nominal Ledger provides 
effective budgetary control by moni- 
toring departmental performances 
against planned objectives. 

They can’t be nobbled by the legis- 
lators, any new requirements they 
make can be written in to the pro- 


mee, ep 


gram quickly and easily. And we 
take VAT in our stride. 

If you’d like more inside informa- 
tion, fillin the coupon below or write 
for more details. 

You can’t lose. 


MANAGEMENT DYNAMICS 
COMPUTER SERVICE BUREAUX 


Heathrow House, Bath Road, Cranford, 
Hounslow, Middlesex, 
Tel: 01-759 9191/1502/9628 
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eek and Westbourn 


BUILDING SOCIETY 


will pay 5:2500 per annum 


(WITH INCOME TAX PAID), 


ssets Exceed £400,000,000 


Established 1856. Member of The Building SE Association 
Authorized for Investment by Trustees. 
Chief Office: Newton House, Leek, Staffordshire, ST13 5RG. Telephone: Leek 4351 
120 Branch Offices and over 300 Agents throughout the country. 








4 ONDON’s Aldwych Theatre played an 
‘Letinusual matinée last week to an 
audience of approximately 400. Under the 
direction of Mr I. F. Hay Davison, 
B.SC.(ECON.), F.C.A., managing partner 
of the London office of Arthur Andersen 
& Co, five ‘leading men’ from the firm’s 
European offices spoke on various politi- 
cal, economic and fiscal considerations 
affecting the establishment of British 
businesses in Europe. 

Introducing the speakers, Mr Davison 
said that the response rate to invitations 
to attend the seminar had exceeded the 
capacity of the Waldorf Hotel, which 
had been selected as the original venue, 
and he thanked the Royal Shakespeare 
company for their kindness in making the 
theatre available. 











France 

M Guy Barbier, the first speaker, re- 
‘minded: his audience that direct invest- 
‘ment in France was subject to exchange 
control, with the principal aims of pro- 
‘tecting industries against foreign domina- 
‘tion and of protecting those firms which 
“were under-capitalized. The economic 
¿policies of the French government, he 
‘said, favoured the establishment of new 
entities in preference to the purchase 
‘of existing businesses, and the establish- 
ment of manufacturing rather than 
“marketing companies. 

France was the country which had 
invented value added tax, and was — 
he suggested, not entirely seriously — 
“proud of the achievement; the ideal of 
taxation was to tax the rich rather than 
‘the poor, but there were so many more 
"of the latter! Other factors mentioned 
by M Barbier were that only 20 per 
Cent of the French labour force was union- 
organized, and the possibility of a 
socialist/Communist coalition govern- 
ment in succession to the predominance 
of the Gaullists since 1968. 


“The Netherlands 
Mynheer Nico Bax presented a picture 
of the Netherlands as the European 
country affording the closest similarity 
with- UK institutions. He referred in 
‘particular to the Amsterdam inter- 
national stock exchange, the country’s 
well-developed professional structure, and 
the availability of English as a common 
language. 

The Netherlands, he claimed, had a 
«stable currency and few labour prob- 





lems. There were no restrictions on the 
purchase of a Dutch company, and 
transactions such as joint ventures and 
leasebacks were quite permissible. 


Italy 

Acknowledging the position of the Lon- 
don capital market, Signor Marco Vitale 
said that the UK had been the second 
largest investor in Italy since 1958, and 
that British participation in joint ventures 
with Italian companies would be welcome. 

At one point he appeared to be in 
pessimistic mood; Italy, he said, had a 
number of unresolved political, social 
and economic problems which might 
even lead to her being forced out of 
EEC. He referred to economic stag- 
nation — 1970 to 1972 had been par- 
ticularly bad years for Italy - and blamed 
a lack of business strategy and financial 
control for the collapse of some quite 
substantial Italian companies. He quoted 
The Economist as having defined Italy 
as ‘a country of pessimists, where every- 
one appears to be in conflict with 
everyone’. 

Signor Vitale said also that Italians 
were quick to resent foreign intrusion, 
and warned prospective investors that 
they had little chance of imposing ac- 
counting principles and systems of 
book-keeping which were at variance 
with established — and in some cases 
statutory — Italian practices. 


Belgium 
From Brussels, headquarters of the 
Common Market Commission - not 
always, as he suggested, an advantage — 
M Roger Asselman spoke of Belgium as 
a small country of about ten million in- 
habitants, whose principal trading part- 
ners were Germany and the UK. The 
traditional British areas of investment 
had been in shipping, banking and 
insurance, though these had been ex- 
tended recently into. other areas, in- 
cluding real estate. Belgium had a 
long history as an exporting nation, and 
about zo per cent of her national pro- 
duction went for export; the gross 
national product in 1964 had been 
778,000 million francs, and was now 
approximately double that figure. 
Belgium’s labour situation he des- 
cribed as ‘satisfactory’, and her corporate 


taxes were amongst. the. lowest in 


Europe; the maximum effective rate 
was approximately 42. 





The Stage is Set for Europe 


Afternoon Seminar in Londo: 


er cent on prê- 



























































tax retained earnings. About 40 per cent: 
of the country’s budget was supplied 
by income taxes of various kinds, another. 
40 per cent from value added tax an 
sales taxes, and the remainder ‘fro 
small miscellaneous sources. : 


Germany 


The last of the five addresses came from 
Herr Hans G. Goettsche of Hamburg. 
Germany, he said, was a heavily-in-. 
dustrialized country with a long traditio 
of liberal trade policy; the German gros 
national product was the fourth larges 
in the world, and Germany’s econom 
depended upon imported materials an 
their resale in the form of exports. 
Though recent political developmen 
had. introduced an element of socialism, 
Germany still represented a predomin 
antly capitalist economy, and the great 
majority of German industry was still 
in private hands. The three major banks 
exercised a strong influence, and 
free capital market on the American or 
British model was non-existent. 
A feature of German industrial life was 
‘co-determination’, or workers’. par- 
ticipation in management. This might 
be encountered at two levels ~ on tl 
shop floor, where the works council 
confronted the company’s management, 
and at supervisory board level, where the 
workers’ representatives were ranged 
vis-a-vis the shareholders. ee 
More than one-third of the German 
GNP, according to Herr Goettsche, 
was collected in taxes; income tax 
accounted for some 45 per cent. of the 
national budget, and VAT for anoth 
27 per cent. The maximum rate o 
income tax was at present $2 per cent, 
and there was no general capital gain 
tax. There were, however, a number of 
‘transaction taxes’ of various kinds, and 
corporation taxes were levied at both 
federal and municipal levels. 2 
There were no exchange or other 
restrictions on foreign investment in 
Germany; in fact, at the present. time 
and for various reasons, there were 
number of German companies available 
for sale. Potential investors shoul 
however, be wary of purchasing a German 
company on the basis of its publish 
accounts alone, without further inquit 
as the accepted ‘rules of orderly book- 
keeping’ were legalistic and a little old- 
fashioned, thus tending to distortion 
of the true picture. 











New Institute Statement 





_ The principles to be applied to the audit of a small company are essentially the same as for 
any audit and therefore the relevant Statements on Auditing in the U series issued by the 
` institute of Chartered Accountants in England and Wales are applicable. There are, 
` however, certain features about the audit of many small companies which raise 
_ difficulties in the application of some of the principles and procedures set out in the U series. 


The Council of the Institute has therefore issued the followin 


E in the context of the Companies Acts 1948 and 1967. 















HATEVER the size of the company whose accounts 
“Ware being audited, the essential features of the audit 
(as set out in paragraph 3 of Statement Ur ‘General 
Principles of Auditing’ remain the same. It follows, 
‘therefore, that Statement U1 and other relevant statements 
in the U series are applicable to audits of small companies. 


nternal control 


2. Problems arise in the application of auditing principles 
ad procedures because of certain features often present in 
lany companies employing a small number of administra- 
tive staff and controlled and managed by a single pro- 
prietor or at most by a small number of proprietors. These 
_ problems mainly derive from: 


(a) substantial domination of the accounting and financial 
management functions by one person; 
` (6) limitations in the effectiveness from the audit point of view 
of the system of internal control rendered inevitable by the 
small number of employees. 








` Either or both of these can be present to a significant 
extent in many small companies. 


3- The major difference from the audit point of view, 
between the small company and the larger company will be 
the extent to which the system of internal control and the 
staff organization provide a check whereby the work of one 
person is proved independently or is complementary to the 
` work of another. Whilst internal control, including internal 
_ check, in the small company may be effective for its 
` primary purpose as a check for management use, the 
organization will usually mean that it will be defective as a 
_ check on management itself. 















` ` A These limitations in the effectiveness of the internal 
` control from the audit point of view may so reduce its 
` value that the auditors will need to consider extending their 
` audit procedure. This will require them to increase the 
amount of testing of transactions and to intensify the 
procedures for the verification of liabilities and assets 
including for example attendance at stocktaking (see 
Statement Ug ‘Attendance at Stocktaking’) and confirma- 

tion of debtor balances by direct communication (see 


g statement for guidance 


Statement U7 ‘Verification of Debtor Balances: Confirma- 
tion by Direct Communication’). 


Audit 


5. In the case of the audits of many smaller companies it will 
become necessary, despite an extension of detailed audit ` 
procedures, to rely to a more significant extent than with 
larger companies on the representations of management, 
frequently not directly confirmed by outside evidence or 
by opinions of, of records maintained by, other personnel’ 
of the company. In these circumstances the auditors must. 
consider whether their examination of the records of the ` 
company, the evidence available to them and their knowl- 
edge of all the circumstances affecting the company. are 
consistent with and support the representations of manage- 
ment and provide sufficient evidence on which to assess the 
reliability of the records. They will have regard to matters 
such as significant ratios (e.g. rate of gross profit), their 
knowledge of the scale and scope of the company’s opera- 
tions, the type of business in which the company is en- 
gaged and the materiality of the items under examination. 
While it is a matter for the cautious exercise of the auditors’ 
judgement it does not necessarily follow that representa- 
tions of management for which direct confirmatory 
evidence is not available may not be relied on by the 
auditors. They must consider whether the surrounding 
evidence as a whole is consistent with and sufficient in their 
judgement to support these representations to their ; 
satisfaction. ES 


6. If in all the circumstances the auditors form the 
opinion that the records are adequate and have been 
properly maintained, they may place reliance on them as a 
basis for the preparation. of accounts showing a true and 
fair view. However, if they are not able to do this, it will be 
necessary for their report to state clearly the reservations 
they have to make. 


Auditors’ report 


7. Statement Uro ‘Auditors’ Reports: Forms and Qualifica- 
tions’ sets out the requirements of the Companies Acts and 
the general considerations and principles applicable to the ` 





form of the auditors’ report and qualifications thereto, all ` 


of which will be no less applicable in the circumstances of 
¿the small company. The following paragraphs give guidance 
“on the particular aspect of reliance on representations of 
management. 


8. Unqualified report. The auditors’ use of representa- 


‘tions of management will not of itself require them to- 


qualify their report provided such representations are 
‘examined critically against all the available evidence. The 
auditors must judge whether that evidence is consistent 
with and is sufficient to support those representations to 
their satisfaction in deciding whether, on that account, to 
give an unqualified report. 


9. Qualified report. Where the auditors use representa- 
` tions of management in respect of material items and: 


(a) other evidence in support of those representations, which 
they could reasonably expect, is not available; or 
(b) the evidence available does not appear to be consistent 
with those representations and they are unable to obtain 
` a satisfactory explanation, 


they should include a qualification in their report. 


10. Where the substance of the representations in ques- 
tion is not so significant as to prevent the auditors forming 
an opinion on the accounts as a whole, they should include 
an appropriately worded qualification. Such a qualification 
should follow the requirements set out in paragraph 11 of 
Statement Uro An example of such a qualification would 
‘be as follows, 

“In the absence of sufficient documentary evidence, we 
“have been unable to satisfy ourselves regarding the amount of 
purchases for cash stated by the directors at £ooo forming 
“part of total purchases for the year amounting to {£000 
» charged in arriving at the profit for-the year. 
‘With this reservation, the accounts in our opinion give a 
“true and fair view of the state of the company’s affairs as 
at... and of the profit for the year ended on that date and 
` comply with the Companies Acts 1948 and 1967.’ 





_ This example assumes that documentary evidence, 
which the auditors could reasonably expect, is not available 
and that cash purchases, whilst material in amount, are not 
> so fundamental as to prevent the auditors from forming an 
opinion of the truth and fairness of the accounts as a whole. 


tt. Section 14 of the Companies Act 1967 requires the 
auditors to state in their report whether in their opinion 
the accounts on which they are reporting present a true and 
fair view. While, therefore, auditors must wherever 
` practicable express an opinion, circumstances such as those 
referred to in paragraph g above may occasionally arise 
where the items concerned are so significant that the 
auditors cannot report, one way or the other, whether the 
-accounts as a whole show a true and fair view. In these 
` circumstances the auditors’ report should state that they 
` are unable to express an opinion in this respect. It should 
` be emphasized that this form of report is appropriate only 
where the relevant matters, about which the auditors are 
uncertain, are of a fundamental character and thus are 
vital to the view shown by the accounts as a whole. An 
example of such a report would be: 
‘Detailed records were not retained of the stock counts 
Sand accordingly we were unable to test satisfactorily the stock 
quantities which gave rise to the stock computation of Zooo, 





` Because of that lack-of evidence and the materiality of the 
- amount involved we are unable to express an opinion whether 
. the accounts as a whole give a true and fair view of the state 


of the company’s affairs at ... and of its profit for the yeat 
ended on that date. In our opinion the said accounts comply 
„in all other respects with the Companies Acts 1948 and 1967.’ 
This example assumes that stock is so significant as to 
affect fundamentally the truth and fairness of the account 
as a whole. 


12. The examples given in paragraphs ro and 11 above 
deal with instances where the auditors are uncertai 
whether the accounts present a true and fair view, Ther 
may be instances, possibly arising from the circumstances 
described in paragraph o (b) above, where on the evidence 
available the auditors form the opinion that the accounts 
fail to present a true and fair view. Depending on. the 
facts, their report should either state that the accounts 
show a true and fair view subject to qualification, or, if 
items concerned are fundamental to the accounts as a whol 
state that the accounts do not show a true and fair view an 
give their reasons. 


Conclusion 


13. The duties and responsibilities of the auditors i 
respect of the individual small company client are the sam 
as in the larger audits and the satisfactory accomplishmer 
of the work requires the skilful adaptation and applicati 

of the principles of auditing to the individual case. Becau 
the relationship with the directors is frequently less form 
and because accountancy work is often undertaken, i 
particularly important that the arrangement and scope 
the work should be clearly defined and recorded. A numb 
of procedural matters of importance in this respect 
therefore, included in an Appendix as a reminder: to 
members. 


Appendix 
Some Procedural Points 


Accountancy work 


1. Where accountancy work is also undertaken, it is desirable 
separate the accountancy and audit work in order to ensure 
objectivity and independence of the audit. Where it is 
practicable to separate the two functions, an audit progra 
should nevertheless. be maintained and this should include. 
audit review on completion. 


Letters of engagement 


2. It is advisable for the auditors to submit to their client 
to receive an acknowledgement of the precise scope of the 
responsibilities both in respect of the audit and any additiona 
work to be undertaken. (See Statement V16 ‘Engagement 
Letters’.) 

3. At the time of engagement, the auditors should explain 
the directors management a responsibilities for the prepara 
of the accounts and establishing a system of internal. contr 
appropriate to the needs of the business. The: letter sho 
also explain the reliance which the auditors can place up 
efiective system. This should subsequently be confirme 
writing, possibly in the engagement letter. : 


internal control letters 
A. At an early stage in the audit, the auditors should take care 









to bring to the directors’ attention their findings on the system 
of internal control and possible improvements. In the situation 
Where a director is responsible for most of the records and there 
is no check on his work, and this is reasonable in the circum- 
stances of the company, a sentence should be included in the 
internal control letter or in the engagement letter acknowledging 
the impracticability of a (complete) system of internal control 
in the particular case, drawing attention to the directors’ 
personal control of the records and stressing the importance 

hich attaches to the effective exercise of this control if records 
ofthe company’s transactions are to be available from which 
reliable accounts can be prepared. 

5. Where shortcomings in internal control arise because of the 
small number of employees the internal control letter, whilst 
acknowledging this, should if appropriate include suggestions 
for improvement. In such circumstances these would frequently 

















MI of the Australasian Association of University 
"Teachers of Accounting took the opportunity to hold the 
rd International Conference on Accounting Education in 
sydney immediately following the recent Tenth International 
ongress of Accountants. So keen were the universities 
n Sydaey to participate in the conference that meetings were 
pread over three venues; the opening Saturday sessions and 
ficial address were held at the University of Sydney, while 
ünday morning sessions and lunch were at the University of 
New South Wales and the afternoon sessions at Macquarie 
niversity. 
— Bus papers were presented, each with two commentaries. 
Including the six session chairmen, the 24 participants were 
drawn from Australia, 9; New Zealand, 3; USA, 5; UK, 2; 
apan, 2; Mexico, Canada and Philippines, 1 each. 















Universities’ role 

he first paper, prepared by Professor Vatter, of the University 
f California, dealt with the two roles of a university, inquiry 
nd teaching. He stressed the problem of allocating scarce 
esources between research and teaching activities and the 
esirability of academic personnel continuing their professional 
ctivity and maintaining a degree of involvement with community 

airs. 

There were, he said, two main kinds of learning — the first 
echnique being that of imitation and reflection, the learner 
cing imbued with an ability to produce desired responses with 
a minimum of mental effort or analysis. The second method 
“mentioned was that at a higher level of abstraction where 
attempts are made to establish relationships with respect to 
_ the consequences or interpretations of observed phenomena — 
_ a variety of teaching which tends to crystallize in the evaluation 
of alternatives and the process of decision-making. Research 
was defined as inquiry which is supposedly concerned with 
_ original, new, creative work which adds to the existing body of 
_ knowledge in a field. 












take the form of suggestions for strengthening the directors’ — 
supervision and control (e.g., by opening the incoming post, >- 
recording all remittances received and crossing cheques to the- 
company’s bankers, and by inspecting and signing wages sheets). 


Letters of representation 


6. After discussion with the directors at the conclusion of the. . 
audit and before signing the auditors’ report, a letter of repre- = 
sentation on the company’s letter-heading addressed to the 
auditors should be obtained. The purpose of such letters is to 
place on record representations of management on significant 
matters affecting the accounts such as the ownership and. basis 
of stating the amounts of assets, liabilities and contingent 
liabilities. In addition they act as a reminder to management 
of their responsibilities. Such letters do not relieve the auditors 
of any of their responsibilities. 





Third International Conference 


Professor Vatter concluded with a suggestion that more... 
research of the empirical analysis variety should be undertaken, . _ 
in particular an attempt should be made to understand the 
relationship between accounting and the users of its product — 
investors, managers, employers and others. 

The first commentator on the paper, Dean Jose Arena, of 
Mexico University, described research as the source of know- 
ledge about situations, solutions and consequences of different 
actions. Teaching involves the diffusion of principles and tech- 
niques and the development of abilities. Learning, through 
research, knowledge and skills that can be kept and used in the 
future, will insure the productivity of the process; the student 
acts in this context and the lack of contact with the researchable- 
reality will frustrate him. The universities require Teacher. 
researchers who can tutor students in the search for knowledge ` 
and make the changes possible in an area like accounting. 

Mr Don Maurd, of the Canberra College of Advanced ` 
Education, the second commentator, thought that descriptive © 
research into the financial reporting practices of all public ` 
companies would rank as the greatest single contribution to ` 
accounting knowledge, simply because all would then know | 
what was being done. He recalled Charles Kettering, whose 
definition of research was to ‘find out not what we can do, but | 
what we should not get away with doing any longer’. Mr 
Maund concluded his comments by stating that the role of a 
synthesizer should be exercised in the educative process, and 
suggested that the solution seemed to lie in the development of 
inter-disciplinary students within the prescribed educational 
programme for accountants. 





Critical function 


The second session was devoted to the theme, ‘The Role ` 
of the Academic as a Critic’, with a paper by Kenneth Byrd, ` 
Professor Emeritus of McGill University, Montreal. As Pro- 
fessor Byrd very nearly became a professor of English literature, 
he naturally emphasized the value of communication; he; 
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A new investment opportunity 






from Schroder Assurance. 
You can recommend Schroder Flexible Bonds As a world-famous merchant bank, Schroders have 
` to-your. clients with every confidence. Schroder all the expertise and resources required to manage ` 
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ng new Pension Plans 


~ foremployers in 
-the social services including 
- Education, Health and Welfare 


FEDERATED PENSION SCHEMES 
has designed new plans, and however large or 
small the organisation, the advantages ofan FPS 
plan will almost certainly prove considerable to 
both employer and employee. 


Maximum benefits 

Because FPS is non-profitmaking, its plans 
offer greater benefits in relation to costs than 
comparable schemes. 


Experienced and proven 


management 


FPS was founded 45 years ago and is closely 
identified with the social services. Similar plans 
administered by it have kept ahead of inflation. 


Administrative simplicity 

The employer will have little to do beyond 
remitting contributions to FPS. and notifying 
them of staff changes. 


Flexibility 
The plans offer wide transferability rights 
and can include part-time and manual employees. 


Equitable benefits 


Pensions are based on years of service and 
salary at retirement. They may be taken partly in 
lump sum form and may be increased after 
retirement to counteract inflation. 


BON Ge 


Advantageous tax provisions 


Employees receive full tax relief on their 
contributions and employers’ contributions rank 
as a business expense. 


The backing of the RNPFN 


The plans are arranged in association with 
and have the backing of The Royal National 
Pension Fund for Nurses (founded 1887), a 
specialised mutual life assurance society with 
assets of £50 million. 


Who’ eligible? 

Any employer engaged in a social service 
and commercial and industrial employers with 
employees working in a related capacity (e.g. 
factory nurses). 


To: Federated Pension Schemes, 
‘Rosehill’, Park Road, Banstead, Surrey. 


Please send me full information on FPS's new plans. 


Name 


Organisation... 
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No. of employees `. 
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Seen a sound knowledge of English, and GE that the 


skills of learning under this heading should be undertaken 
before entering accounting education. 

The task of a university, he suggested, should be to make 
English literature come alive to students who have no inherent 
interest in the subject; but he acknowledged that, for a student 
with no knowledge of grammatical form and construction on 
entering a university, it would be too late to study this directly. 
‘The only hope was to present literature creatively i in selected 
passages of prose and poetry, and thus intrigue the student into 
reading for the pleasure of reading. 

In Professor Byrd’s view, any university discipline must 

constitute a training in judgement, whereas skills could be 
developed by repetitive training, preferably on the job. For 
-this reason book-keeping should never be found in any univer- 
“sity curriculum. The student should be encouraged to think 
things out for himself, and the emphasis in a university should 
be on this development of judgment. 


Communication 


Despite there being so much emphasis today on communica- 
tion, Professor Byrd thought that written communication 
seemed to have sunk to a very low ebb; hence he advocated 
that, if there was one inter-disciplinary subject with a res- 
ponsibility to all faculties of an English-speaking university, it 
was English. While agreeing that a teacher of accounting should 
_ be a qualified professional accountant with adequate practical 
experience, he felt that it was more important for his main 
interest to be in the teaching of accounting and for him to be 
_ prepared to challenge the truth of what he teaches. He quoted 
` "with approval the view of James MacNeill that ‘if the intro- 
` ductory courses were concerned more with the philosophical 
and analytical and less with the mechanics of arriving at a trial 
balance, we might not wear down and frighten away so many 
potential recruits’. 
Referring to topical matters, Professor Byrd stated that, of 
all péstulates of accounting, the assumption that the monetary 
„unit maintains its value from year to year was the furthest 
away from reality and suggested that university accounting 
students today should not only study the theory of accounting 
for business income but should be required to correct financial 
statements to common currency units, at least by the use of a 
. general price index. In all areas of university education, teaching 
must never cease to have vision; it must always be at least one 
step ahead of the times. 
In the first commentary, Dr Roger Hopkins, of the University 
of Canterbury, New Zealand, suggested that if university 
‘ departments of accounting were to progress, young academic 
_ staff must acquire practical experience by engaging in research 
-or consultative work which would involve extensive contact 
- with the business community. 
Professor Kenneth Wright, of the University of Adelaide, the 
second commentator, referred to the dilemma facing a con- 
scientious university teacher of accounting; if he advocated his 
own beliefs too enthusiastically he laid himself open to the 
charge of indoctrinating rather than educating his students, but 
cif he dispassionately expounded all the different views which 
have appeared in the literature, he would be likely not only to 
-bore but also to confuse his students. It was important for the 
“academic accountant to be aware that the decision to adopt a 
“particular accounting treatment of a transaction often had 
effects on the rights of different classes: of people and may 
“therefore be a political issue. 


Empirical research 


Sunday morning saw a new venue at the Clancy Auditorium 
of the University of New South Wales, when Professor George 


Staubus addressed the third session on ‘What. is , Empirical 
Research?’ 
Professor Staubus started by warning his audience that over. 
250 papers had been written on this subject during the last. 
25 years; he then proceeded to define his terms. ‘Accounting’, . 
as expected. proved the most difficult but of the many suggested : 
Professor Staubus thought that for brevity the following would 
be suitable: 
“Accounting is a systematic process of obtaining and com 
municating financial information about the effects of economi 
events upon a person or organization.’ 

‘Research’ he defined as ‘careful investigation for the purpos 
of adding to existing knowledge a revision of accepted ideas’ 
‘empirical’ as ‘originating in or based on observation of e 
perience’. In short, empirical work involved working on t 
real world. 

The most promising field for research on the benefits 
accounting was the relationship between accounting element 
and decision-making, and he suggested that such a researc 
should include studies to give accountants a better unde 
standing of the mass of decisions made within a firm and € 
possibilities for classifying these decisions on bases. that are 
relevant to the design of accounting systems. He conclude 
stating that his paper emphasized the decision approac 
empirical research in accounting, based on the view that. 
objective of accounting is to provide financial information abo 
the economic affairs of an entity for use in making decision 
about the entity. 

In brief commentary, Professor Philip Brown, of the Univer 
sity of Western Australia, argued that ‘empirical’ was: appli 
to matters connected. with the phenomena or occurences in th 
world we live in. As applied to accounting it related to the phe- 
nomena of everyday accounting experience. Professor Lowi 
Goldberg, of the University of Melbourne, suggested several 
areas for empirical research: 





What accountants do. 

What accountants think they do. 
What others think accountants do. 
How accountants do what they do. 
The result of what accountants do. 
The use to which the results are put. 


Practical relationships 


Professor John Small, of Heriot-Watt University, Edinburg 
spoke on “The Use of Empirical Material in the Teaching o 
Accounting’. He defined empirical methods as those pertainin 
to or deriving from experience and quoted from a report.of an 
academic conference in Scotland that double-entry boo 
keeping was essential in any accounting course but that this 
had been over-emphasized. in the past. 

While agreeing that he was under great pressure to introduce 
practical skills, he laid great-stress on the use of the financia 
press as a guide to students. On the use of television he de 
cribed how his department was able to take television cameras 
to a local firm and televise the flow of goods, flow of information 
and the related records. The purpose was to introduce realism 
while an excellent musical introduction, jets flying. off with 
urgent orders, and beautiful young girls taking instructions fro 
an accountant all helped to create student interest. He 
stated that from his experience there was a great gap i 
USA between the writings of academics and material s 
examination papers. 

Professor Carmelita Salgado, of the University of the Philip- 
pines, was the only lady speaker, and made an excellent con- 
tribution to the proceedings. In her commentary she stated that- 
there seemed to be two. different theories of education. One 

























































assumed. that education should consist. of a brief survey of 
mportant facts accumulated by man through the ages; the 
ther assumed that education must afford the training to enable 
the individual to meet in action the problems arising out of 
ew situations of an ever-changing environment. 
According to the first theory, the teaching of accounting 
would consist of a recapitulation of accounting experience 
arranged, catalogued, systematized and then presented without 
the lumber of discarded precedents. According to the second 
theory, the teaching method in accounting education would 
‘necessarily be one where a scale of accomplishment could be 
established and empirically applied. The leading objective was 
ot to teach accounting truths but to teach students to think 
vith. an analytical and questioning approach to accounting. 
‘The real impediment to effective use of empirical material in 
the teaching and learning process could be traced to the 
nfluence of accounting textbooks. 
“The second commentator, Allen Hulls, of the Royal Melbourne 
Institute of Technology, remarked that while there may have 
been an over-emphasis on teaching of practical skills in ac- 
‘counting, accounting was a profession where skills were import- 
nt and teachers should not reach the extreme point of merely 
imparting theoretical concepts. It was important to realize 
hat, in the teaching of practical skills, it was the students who 
eeded to acquire the techniques and they should not be 
sive listeners while teachers expounded their interpretation 
£ these skills. 








esearch appraised 


In the afternoon the conference moved several miles across the 
yydney suburbs to the lecture theatre of the Macquarie 
niversity, to hear Professor Gerhard Mueller, of the University 
Washington on ‘An Appraisal of Professional and Individual 
kccounting Research’. In considering all agencies both 
cademic (including 55 university faculties in the USA alone 
ho grant doctoral degrees with an emphasis on accounting) 
and proprietary, Professor Mueller estimated that in the non- 
Communist world some $45 million was spent annually on 
research. 
“In assessing the results of research, he suggested that 
theoretical or normative research should be distinguished from 
applied research. He felt that the benefits from academic 
research were diluted because the researchers were eager to 
use their theoretical formulation applied directly to practice; 
- however, in his view proprietary research sponsored by large 
professional accounting firms had made possible vastly improved 
financial statements and reporting. 
“He appealed for a greater exchange of accounting research 
information between the English-speaking countries and the 
Netherlands, Japan and Germany. In the past the language 
arrier had prevented a free exchange of ideas, but he hoped 
hat accountants would face the language barrier constructively. 
He quoted the words of Professor Parker, that few disciplines 
had an international heritage as rich as that of accounting. 
` The first commentator, Professor Sadaharu Fuwa, of Meiji 
‘University, Tokyo, stated that, for the purpose of enhancing 
-progress in accounting, inductive methods cannot be overlooked, 
_ but deductive methods: bring about revolution, His belief was 
‘that accounting should be deduced from economic reality, 
especially the realities of an enterprise-orientated economy, 
and that one should be satisfied with the answers provided by 
the conventional practice of accounting. Even if such research 
was motivated by an individual or personal belief in the begin- 
“ning, it should be respected if it had formulated a school of 
study. In this sense, academic accounting research was im- 
portant. 

Professor Don Trow, of Victoria University, Wellington, 
_© the second commentator, stated that professional accountants 











were busy now as practitioners, with limited time to devote to — 
research activities. Consequently there was a tendency to 
sanctify the conventional wisdom rather than question it. 
Developments often come only as a response to pressures from 
outside the profession. In his view, if educators were to make an 
effective contribution to improved research activity more 
attention must be given to the content of undergraduate courses, — 
Much of the apathy about theoretical research must be related ` 
to the fact that most teachers have not encouraged students 
(the future accountants) to question accounting conventional 
wisdom. 5 ; 


Constructing a theory 

The sixth and final formal- session was given over to the paper 
‘Accounting Theory Construction’; by Professor Ray Chambers, 
of Sydney. He stated at the outset that a theory was a well- 
ordered set of statements about classes of things and classes of 
events which were in some way connected in our experience of 
them. The function of a theory was to explain how things and 
events are connected. 

Any theory of accounting must explain how the money 
amounts produced by the system proposed in the theory are 
used in the processes of calculations and inference by managers, ` 
investors and others, Every theory of a method of accounting 
should be an explanation of the way in which certain symbols, 
which singly or together correspond with some actual events 
and results, can be used by managers and others to draw con- 
clusions about the past or make calculations and estimate about 
the future courses of action they can take. The loose discussion 
of separate ideas did not constitute theory. 

To describe what ‘cost’, ‘revenue’, ‘going concern’ and other 
terms mean was not theory; it was simply definition. But ` 
definition was useless unless what each term meant corres- — 
ponded with some event or circumstance in the domain of ~ 
events. 

Professor Ronald Ma, of the University of New South 
Wales, suggested that an alternative to Chambers’s approach is 
contained in the report of a committee on Accounting Theory 
Construction and Verification in which accounting was seen. 
as a measurement communication process, and accounting. — 
theory defined as a set of substantive propositions that relate 
accounting measurements to decision models and decision- 
making. 


Conflicting theories 


Mr Basil Branford, of Macquarie University, batting on his home 
ground, gave the final commentary in which he stated that, 
while agreeing in many respects with Professor Chambers, 
he saw a particular difficulty inherent in the form of accounting 
theory construction presented, and which had been the primary. 
cause of the failure, so far, to develop an accounting theory 
which received anything approaching universal acceptance. 
Since economic theory could not be ‘proved’ in the empirical 
sense, any accounting theory must postulate some economic: 
theory which it must necessarily contain. However, such an 
accounting theory will constitute an explanation only to those 
to whom the postulated economic theory is axiomatic. Herein . 
lies the difficulty. Conflict between ‘modern’ accounting theories 
is invariably due in some part to the selection of a ditterent set 
of theoretical constructs to explain the economic behaviour of 


. decision-makers. : 


By any standard, this was a great conference superbly or- 
ganized by its Australian hosts. The last word might well re- 
main with Mr Brian Harrison, of the University of Aston; who, 
speaking of the high quality of the papers, stated that in deciding 
future accounting syllabuses and examinations, ‘the contri- 
bution I can make will be much enriched by what I have learnt 
here ` oe ee ` 











. Manual of Cost Reduction Techniques 
é by. Macnus RADKE. 
McGraw-Hill, £5. 


~The manual sets out a systematic programme of immediate 
“and effective cost reduction methods on a short-term basis, 
capable of achievement within a year. Reductions are considered 
possible in nine areas (called ‘steps’) viz. purchasing, store- 
keeping, use of materials, manufacturing wages, fixed asset 
“costs, administration, research and development, marketing, 
. and publicity. 
A chapter is devoted to each of these areas, and the cost 
«reduction process is to begin in all areas simultaneously. The 
four stages (each described in a chapter) are assessment of 
zo potential economies; setting of clear targets; implementation of 
the plan; and measurement of cost reductions (specimen forms 
are set out for this purpose) resulting in a progress report. 
_ A necessary concomitant is practical staff guidance. 
The various chapters contain the major measures to be taken 
“Yn the areas, possible objections that might be raised, useful 
uter-arguments to these objections and an appraisal of the 
pects of success. These considerations are set out clearly 
and concisely. The author is Director of Telefonbau u Normal- 
zeit im Frankfurt and is stated to have a full background of 
management in industry. The contributors are specialists in the 
‘various disciplines covered by the nine ‘steps’ considered to be 
` areas for potential cost reductions. 
=o Fhe manual is described in the preface as a basic guide, 
offering suggestions and methods useful to the management of 
< firms about to introduce systematic short-term cost reductions. 
+ This objective has undoubtedly been achieved. 
















Accounting Principles — A Canadian 
Viewpoint 

_ by Ross SKINNER, F.C.A. 

` ‘The Canadian Institute of Chartered Accountants, $1 5.95. 


‘The Accounting and Auditing Research Committee of the 
Canadian Institute of Chartered Accountants entrusted this 
major study, which in the event covers nearly 500 pages, to a 
partner in a leading Canadian firm. The result is a book which, 
with its research, makes challenging reading. 
< Accounting Principles — a Canadian Viewpoint, to give it its 
- full title, examines existing accounting (e, publie accounting) 
om Canada as indicating the principles. and practices in general 
` use and acceptance. It compares these with those of the USA 
and the UK, and contrasts those which differ, and makes 
S suggestions for future development of principles and practice. 
<o. Mr Skinner has thus dividg@¥ his book into four parts. Part 1 
deals with the present state of the art, Part 2 with change and 
development, Part 3 with specialized topics and Part 4 (which 
in some ways is perhaps the most interesting to.readers outside 
Canada, because it sets the scene for what is discussed in the 
other parts of the book) excerpts from authoritative statements. 
S This i is not to suggest that the philosophy, the research and the 





conclusions have a parochial aplication. mostly they are inde 
of universal relevance. ; 

The statements quoted are drawn from recommendations. o 
the Canadian and English Institutes, accounting. resea 
bulletins of the AICPA, statements of the Accounting Standar 
Steering Committee in the UK, and the Opinions of the 
Accounting Principles Board of the AICPA. 

Mr Skinner believes that principles should be legislated 
broad lines, should contain details of the reasoning which. 
led to their formulation and should if possible be accompanie 
by examples of their application. He further suggests it wo 
be helpful if an agency were set up to express opinions om E 
application of recommendations to specific cases. This woul 
assist practitioners contemplating the application of suc 
pronouncements as SSAPs to particular circumstances, 

Comparative accounting would be an enlightened addition 
the training syllabus or to be encouraged as a thesis subje 
students’ training. The Canadian Institute deseti ves the t 
of us all. 


The Marketing of Professional Services 
by AuBREY WILSON. 
McGraw-Hill, £3-50. 


A fundamental and, as yet, unresolved difficulty in ‘wilt 
about ‘the professions’ is that there is no generally acce 
and conclusive definition of the activities that .constitut 
profession. Several writers in this field, the present author ne 
excepted, are open to a suspicion of framing a definition t 
best suits their particular case. e 

The Monopolies Commission, whose report eg 
subject of a leading article in The Accountant for Nevemb 
1970, cast its net widely enough to include not only 
traditional consultant professions where ‘marketing technique: 
in particular advertising, have long been anathema, but als 
a number of other services which are quite commonly. th 
subject of more or less aggressive marketing. Mr Wilson, for th 
purposes of this book, has framed his own definition: 

ʻA professional service is one purchased by industry 
institutions from individuals and organizations, andis designed 
to improve the purchasing organization’s performance or well- 
being and to reduce uncertainty by the application of skills 
derived from a formal and recognized body of knowledg: 
which may be interdisciplinary, and which provides criteria 
for the assessment of the results of the service.’ 

This again is a wide definition, capable of comprising a who 
spectrum of occupations with fundamentally different attitudes 
towards the manner of offering their services. The breadth 
definition inevitably reduces the value of applying Mr Wilson 
precepts to the specific case, and leads him into difficulty, pa: 
of a kind previously experienced by the Monopolies Com 
mission and partly of his own making. 

Thus, for instance, though his own definition of profession: 
services is not that adopted by the. Monopolies Commission, bi 
endorses the Commission’s finding that restrictions impo 
by professional bodies on advertising are ‘likely to be again 
the public interest’; he does not think it necessary to mentio 
that this was a “qualified and not an absolute conclusion, t 
Commission specifically recognizing (in paragraph 275 of i 
report) that the effects of advertising restrictions were like 
to vary from profession to profession, and might, in some « 
be outweighed by disadvantages of other kinds that. could 
result from unrestricted advertising. Some readers are 
to find this a significant reservation, and indeed to think th 
Mr Wilson dismisses too lightly the quite substantial argumen 
which representatives of the consultant professions addressed 
to the Commission on this point, both before and after the 
publication of its report. 

A pioneer in the field of market research, Mr Wilson writes 


















































“with authority on the development and application of marketing 
techniques. His case for applying them to, in particular, 
accountancy is less convincing; and it-seems unfortunate that, 
n tackling a subject such as the present, he did not seek a 
collaborator from a professional background. Such a collabora- 
ion, it is felt, might have enhanced the value of the book, 
"as well as helping Mr Wilson to appreciate what he plainly 
regards as the inconsistency of a professional body which bans 
ndividual advertising, simultaneously undertaking ‘institu- 
tional’ publicity on behalf of its members generally. It would 
also have avoided the trivial but unnecessary solecism of 
repeated references to accountancy ‘companies’ — these being 
mpossible in terms of both company law and professional 
discipline. 





Butterworth’s Digest of Tax Cases, 
959-1971 


A reprint of Volume 28 (1) of the English and Empire Digest, 
revised by Puma F. SKOTTOWE, LL.B. 
erworth, £8. 
The reprint has been necessitated by consolidation of the Taxes 
Acts, and the cases are arranged in a sequence which follows 
very closely that of the previous edition. There is a summary of 
the facts of each case, an indication of the contentions and 
decision, with an occasional précis of judicial comments. 
The annotations are capable of being the most valuable 
feature of the work, directing attention to later cases in which 
the earlier one has been noticed, a strict classification being 
tempted of the sense of the latter attitude to the precedent. 
owever, the policy of relegating Scottish decisions to the 
ame level as those of the most distant parts of the Commonwealth 
prives the system of elements essential to a logical apprecia- 
of United Kingdom tax law (which is almost uniform north 
id south of Berwick). Thus the Scottish decisions on the 
treatment of severance payments in Kelsall Parsons & Co 
d Barr, Crombie & Co were cited by the late Lord Justice 
arman when giving the decision of the English High Court 
in Anglo-French I xploration Co Ltd v. Clayson, as leading the 
alternative lines of cases on the subject, so that from the point 
yf view of tax practitioner and lawyer, the would-be ‘English 
ily’ approach is frustrating. Users of the Annotated Tax Cases 
ould notice that the omission of a reference to that series of 
ports is not to be taken as an indication of their non-existence, 
because for unknown reasons the references are incomplete. 
Perhaps the user most likely to benefit from an outlay of £8 
this volume is the practitioner or businessman who conducts 
correspondence with the Inspector of Taxes and wishes to 
iderstand the drift of any cryptic case references — and to be 
in a position to research them in the fullest possible way if the 
matter is important. 





n Introduction to Marketing 
xperimentation 

yy M. VENKATESAN and Rosert J. HOLLOWAY. 
Collier-Macmillan, paperback, £3-60. 

"his book is part of the consistently growing trend in commer- 
sial tests to emphasize the science rather than the art of market- 
ing management. However, despite any ominous undertones in 
he title, it is not steeped in statistical terminology, but aimed 
at creating an awareness of how to solve a measurement problem 
once the need has been enunciated. 

-The object, in short, is to help the reader to appreciate more 
— fully how to approach the problem of marketing experimentation 
by concentrating on process rather than the specific nature of 
statistical techniques. This is successfully achieved via a blend 
- -of descriptive material drawn.from the general subject area, 























a wealth of examples which stress logic rather than mathematics 
and a series of programmed text sections which require the 
student to apply his own mind to what he has just read. 

The book should be invaluable to the student who has gained 
an interest in marketing research or to the manager, in the field, 
who needs to adapt himself to the requirements of an experi- 
mental approach to marketing. 


Optimization in Industry 

Vol. 1: Optimization Techniques ; Vol. 2: Industrial Applications. 
by T. A. J. NICHOLSON. 

Longman, £575 each, 


The first volume of this two-tome set builds gradually on the 
foundations of basic mathematical concepts to give the reader a 
comprehensive understanding and appreciation of the various 
techniques management can apply to quantifiable problems in 
the area of decision making. From a lucid and detailed descrip- 
tion of the logic and applicability of the area, generally desig- 
nated operations research, the author introduces the use of the 
decision tree to cope with the notion of uncertainty, and shows 
how, with the aid of computer simulation, risk may be reduced. 

The second book, more detailed in analysis by the nature of its 
title, covers.a variety of areas ranging from blending and process 
control problems in the chemical industry to portfolio selection 
for a series of possible investments. 

In addition, both books have the outstanding feature of 
providing a balance between mathematical expression and 


descriptive explanation through an abundance of concise worked ` ` 


examples. This should ease the minds of many a manager who ` 
finds it difficult to focus on page after page of insu:nciently 
explained and complex formulae. Further, the texts should 


provide a boon to many management students who now find ~ 


it necessary to plough through wordy and inadequate texts — 
sometimes extending to almost 1,000 pages ~ only to find it 
necessary to supplement them with a mound of articles from 
journals and magazines. j 


RECENT PUBLICATIONS 


Sources op Economic AND Business Statistics, by Bernard 
Ge xli+272 pp. 9x6. Heinemann, £3°75, paperback, 

1°90. 

GERMAN-ENGLISH GLOSSARY OF FINANCIAL AND Economic 
Terms, sixth edition, by G. A. Gunston. xxiii+1,203 pp. 
74 X 5. Fritz Knapp Verlag, Frankfurt/Patria Translations, £10. 

BEHAVIORAL PATTERNS IN INTERNAL AUDIT RELATIONSHIPS, 
Research Committee Report 17. The Institute of Internal 
Auditors, Winter Park, Florida. 

PALMER’sS Company Law, Fourth Cumulative Supplement to the 
ele Edition, by Clive Schmitthoff. 9 x 6. Stevens, 

2°25. 

Company Law, tenth edition, by T. E. Cain, ix++555 pp. 8} x 54. 
Stevens, paperback, £145. 

INTERIM FINANCIAL REPORTING, by James Edwards, Geraldine. 
Dominiak and Thomas Hedges. xiv-+240 pp. 9 x 6. National 
Association of Accountants Research Paper, $11.50. 

VALUE ADDED TAXATION IN EUROPE. 9 x 9. Looseleaf and Binder, ` 
International Bureau of Fiscal Documentation. 

GORE-BROWNE ON COMPANIES, forty-second edition, by A. J. 
Pee and Richard Sykes. exlii+1,232 pp. 10x64. Jordan, 

12°60, 

Tue ELEMENTS op Fortran SryLe, by Charles Kreitzberg and ` 
Ben Schneiderman. vi+211,pp. 8x4. Harcourt Brace 
Jonavovich Ltd, paperback, £145. 

Tue ART or Communication, by A C. Leyton. ix+214 pp. 
84 x 5$. Pitman, paperback, £1-25. 

THe SOCIOLOGY OF THE PROFESSIONS, by Philip Elliott. x-+ 180 pp. 
9x6. Macmillan. £3-50. 


These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The City Library, 151 Strand, Lendon WC2R "JI. 








emer TN, 
Slowly, but surely, the familiar scene of the 
City of London is changing. The monster 
tower block in the picture is more than just 
another building. It is the new home of t 
Stock Exchange, 2s seen from the steps of 
the two hundred year old Mansion House. 


The written word and the illustration are the means of recording the events both great and small 
of our civilization. The Staples Printing Group is privileged to be concerned with the task of 
converting them into the printed page, for books on every conceivable subject, periodicals, 


reports and accounts, catalogues and directories. 
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inti Rochester 
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First in the field 


DE VOIL ON 
VALUE ADDED TAX 


. By Paul W. de Voil, BA.Oxon.), FTL., 
Solicitor, formerly one of H.M. Inspectors 
-of Taxes. Consultant Editor: D. J. Willson, 
C C.B.E., T.D., formerly the Solicitor to the 
> Customs and Exise. Managing Editor: 
John Jeffrey-Cook, F.C.A., F.T.11. 


For the legal and accountancy advisers to the million firms 
who will have to register before the end of January 1973, 
comprehensive and reliable guidance to Value Added 
Tax is an urgent necessity. And the best source of such 
guidance is still the first complete reference work on the 
subject ~ DE VOIL ON VAT, 


From the start, the publishing programme of this work 
has been built around VAT: itself: On publication, sub- 
scribers received. an introductory Commentary on the new 

‘tax, the relevant parts of the Finance Act. 1972 and other 
material, including extracts from the Companies Act 
1948 and the Customs and Excise Act 1952, the Govern- 
ment’s White Paper and Directives of the Council of the 
EEC. Subsequently, they received all Statutory Instruments 


: as they were passed and all cases as they were decided, 


sent.together in regular loose-leaf Service Issues, which are 
now published monthly. 


So the new subscriber to- DE VOIL ON VAT will receive 
: ail legislation on Value Added Tax to date in one 
completely loose-leaf binder, designed to hold up to 
1,000 pages. Thereafter he will receive Service Issues, 
reproducing all relevant material on the tax, every month. 


>i The published price includes servicing to the end of 


March 1973. 


The authority of the publishers’ team is impressive. 
Mr de Voil is already well known to tax practitioners and 
accountants for his book on Tax Appeals, published by 
Butterworths in 1969. Mr Willson, formerly the Solicitor 
to the department which is now called upon to administer 
VAT, has a deep fund of experience to draw upon as 
Consultant Editor, And Mr Jeffrey-Cook, Managing 
Editor of Simon's Taxes, needs no introduction to ac- 
countants. 


_- Now, nearly-three months after publication, DE VOIL ON 
VAT still stands out amongst the plethora of books on 
the subject as the comprehensive, authoritative and reliable 
guide. 


£8-50 net, post free. O 406 51460 7 


Butterworths, 88 Kingsway, London WOR 6AB 
” Showroom: {1-12 Bell Yard, Temple Bar, London WC2 











LEWIS, COATES & LUCAS LTD 





LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 
£40 inclusive 


38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 


















For people with capital, ` 
our Trustee Scheme. for 
school fees offers numer- 
ous advantages, 


Capital is released from 
estate. duty liability in- 
stantly. Termly payments 
are free of income tax, 
surtax and capital gains 
A capital sum of tax. Under this Scheme 
£2,229 will produce (open to parents, grand- 
Jees of £750 a year parents and others) fees 
for 5 years starting in. can be taken care of well 
10 years time. in advance. 

Saving; £1,521. ` Full details o request. 





Example 





SCHOOL FEES INSURANCE AGENCY | LTD 


; 10 Queen St, Maidenhead, Berks. (0628) 22323 or 31010 (24 hours) 


incorporated Life Assurance Brokers 








Personal Interests of Directors in 
Company Transactions 


Following the issue by the Council of the Stock Exchange, London, of a no 
‘Transactions involving directors’ interests’, and the incorporation. of the- relev. 


requirements of the Notice in the General Undertaking, the Council of The Institut 





Chartered Accountants in England and Wales has issued the following statement for the 
guidance of its members, particularly those who are directors of companies or who a 
called upon to advise upon the form and content of directors’ reports required by seci 
157 of the Companies Act 1949 as amplified by section 16 (1) (c) of the Compar 





Application of certain Stock Exchange 

requirements to unquoted companies 

ALTHOUGH the Stock Exchange requirements set out 
Z'Am Appendix A go beyond the present law and are, 
therefore, only mandatory for companies whose securities 
“are quoted on a stock exchange, they represent, in the 
_ opinion of the Council, a significant contribution to good 
` standards of financial reporting and could with advantage 
be followed by all companies whether or not they are 
` subject to the requirements of the Stock Exchange. 











2. The Council, therefore, recommends that members 

ho are directors of unquoted companies or who advise 

upon the form of content of directors’ reports of such 

“seompanies should adopt the criteria set out in paragraphs 

2, 3 and 6 of Appendix A for the purpose of interpreting 
‘section 16 (1) (c). 








Legal requirements 
3. The Council has consulted leading counsel on the inter- 
pretation of section 16 (1) (c) which requires disclosure in 
the directors’ report of certain information relating to the 
_ contracts of a company which subsist at the end of the year 
or which have subsisted during the year, in which a 
director has or has had an interest, either directly or 
indirectly, being contracts which in the opinion of the 
` directors are of significance to the company’s business and 
in which the director’s interest is or was material. A copy of 
‘the relevant subsection is given in Appendix B. 


4. Counsel has advised that the term ‘contract’ as used in 
` section 16 (1) (e) includes any legally binding agreement 
and is not limited to those which are made under seal or in 
writing. Also, in counsel’s opinion, the term ‘subsist’ 
does not imply continuation over a period of time: all 
contracts must either subsist or have subsisted. 
s. In the Council’s view members should have regard to 
>counsel’s interpretation of section 16 (1) (c) when con- 
‘sidering or advising upon the content of directors’ reports 


made pursuant to that subsection and section 157 of the | 


` Companies Act 1948. 





Act 7 


The relevant paragraphs of the requirements of the Stock Exchange are set out. 


Appendix A to this statem 


Appendix A 


Extract from the requirements of the Stock Exchange, 
London, applying to directors’ reports relating to accou 
commencing on or after January 1st, 1972 


TRANSACTIONS INVOLVING DIRECTORS’ 
INTERESTS 


1. The directors’ report of a company subject to the Compan: 
Act 1967 (‘the Act’) is required by section 16 (1) (e) there 
to contain certain particulars regarding any contract with t 
company which in the opinion of the directors is.a contract: 
significance in relation to the company’s business and in whi 
the director’s interest is or was material. 7 
The Council consider that, so far as quoted companies 
concerned, the Stock Exchange should establish acte 
criteria for determining what contracts should be disclosed. 
All quoted companies, whether or not incorporated in t 
United Kingdom, will accordingly be required to disclose, 
addition to any contracts so required by law, any contracts. 
arrangements which would be required to be disclosed 
section 16 (1) (c) were applicable with the interpretations 
indicated below. 


2. In determining what contracts are to be disclosed to comp 
with such requirements the following interpretations of sectii 
16 (1) (c) shall be followed: 

(a) ‘Contract’ shall be deemed to include arrangement, and 
contract with a subsidiary of the company shall be take 
into account as if it were a contract with the company. The 
directors’ service contract with the company or a sub: 
sidiary thereof shall.not, however, be taken into account 
‘Contract of significance’ shall be deemed. to include a 
contract or number of contracts (whether related orn 
and whether or not the parties thereto are the same in éacl 
case) in which the director’s interest is or was materia 
and which in aggregate represent in amount or value 
sum equal to more than 1 per cent of the company’s total 
purchases, sales, payments or receipts, as the case may be 
or, in the case of capital transactions, including those 
principal purpose of which is the granting of credit 
more than 1 per cent of the net assets of the compan 
Where the company has subsidiaries, comparison may. 
made with the purchases, sales, payments, receipts or n 
assets of the group on a consolidated basis: = 
(c) ‘Interests’ for the purpose of interpretation of the: 

requirements shall bear the same interpretations, mat 
mutandis, as are set out in sections 28 and 31 of the Ac 
(relating to interests in shares and debentures) and wil 
thus extend to interests of a director’s spouse and infant 


(b 


x 












children but, in addition, will extend to an inte 
discretionary object or in reversion or remainder unde 
trust, or, except as otherwise stated in sub- 
(below), through any body corporate. 
(d) Any interest shall be deemed material except an interes 
derived through a body corporate as regards which the 
aggregate interests held by the directors, their spouses and 
infant children (so far as the directors can reasonably 
ascertain the same) amount to less than 10 per cent of its 
`. equity share capital and voting power. 
(el A ‘director’ is deemed to include any person in accordance 
with whose directions or instructions the directors of a 
company are accustomed to act. 





3. Particulars of any disclosable contracts or arrangements 
ther still subsisting at the end of the financial year or, if not 
then subsisting, entered into since the end of the previous 
_ financial year must be set out in the directors’ report. If there 
have been no such contracts or arrangements subsisting during 
the financial year in question, a statement to that effect must 
be made in the directors’ report. 


6. The particulars given in compliance with any of the fore- 
going requirements must be sufficient to constitute a fair 
disclosure of the nature and extent of the contracts or arrange- 
ments but, subject thereto and to the provisions of the Act, 
contracts and arrangements need not be dealt with individually if 


y G. A. LEE, B.Sc.(Econ.), Ph.D., F.C.A. 


MONG the Kheil collection of books on accounting, 
F"Nacquired in Prague in 1913 by Cosmo Gordon, then 
Librarian of The Institute of Chartered Accountants in England 
d Wales, are two copies of the first edition of Luca Pacioli’s 
Summa de Arithmetica, Geometria, Proportione et Propor- 
tonalita (Venice, 1494). They are specimens of its two impres- 
ions, and when they reached the Institute Library both retained 
heir original bindings. 
_ These were makeshift covers, put on by the Venetian printer 
ookseller, and both consisted of old parchments. The copy 
f the second impression is bound with a leaf of an Italian 
al of e, 1400. The cover of the first impression was more 
rious still, as it bore many lines of Hebrew script, which I 
empted, with some success, to decipher last March. Then, 
May, the Pacioli was sent for restoration, and the bookbinders 
emoved the vellum cover. Inside they found still more Hebrew, 
nd I undertook to elucidate the whole text, with the aid of 
hotocopies most courteously supplied by the Institute Librarian, 
Miss Kathleen M. Bolton. 


"he manuscript 


The binding, now opened out flat, is a piece of vellum about 
53X35 cm, reduced, by turning the edges under, to some 
49X33 cm. Both sides are occupied by Jewish liturgical texts 
in Hebrew or Aramaic, all apparently in the same hand, and 
beautifully written in large, black characters, well spaced and 
with generous margins all round. The MS has suffered one 
"Phe author is Lecturer in Accountancy in the Department of Industrial 


_ Economics at the University of Nottingham, and Honorary Secretary 
of the Accounting History Committee in England and Wales. 





paragraph (d) — 


A Discovery in the English Institute Library 


in number. The r 2 of 1 
stated except as required 
















Appendix B nage 
COMPANIES ACT 1967: SECTION 16, (1) (c): 
Disclosure of particulars of contracts in 
directors’ reports 


If, at the.end of that year, there subsists a contract with the 
company in which a director of the company has, or at any time 
in that year had, in any way, whether directly or indirectly, an 
interest, or there’ has, at any time in that year, subsisted a 
contract with the company in which a director of the company 
had, at any time in that year, in any way, whether directly or 
indirectly, an interest (being, in either case, in the opinion of 
the directors, a contract of significance in relation to the com- 
pany’s business and in which the director’s interest is or was. 
material), contain: ; E 
(i) a statement of the fact of the contract’s subsisting or, as 
the case may be, having subsisted; d re 
(ii) the names of the parties to the contract (other than. the 
company); w 
(iii) the name of the director (if not a party to the contract); 
(iv) an indication of the nature of the contract; and 
(v) an indication of the nature of the director’s interest in the 
contract, 











































major injury — the loss of a piece of parchment, up to 6 cm wide: ;; 
and 8 cm deep, in the middle of one side; but, thanks to the 
width of the margin, only two or three words of text have been 
mutilated, and these are easily restored. When in position the — 
binding extended longitudinally from the back cover, across Gs 
the spine to the front cover, and the script ran at right angles to 
the print in the book. The missing piece thus came out of the top 

of the spine, and inside the cover the edges of the leaves were” 
held together by two pieces of vellum cut from another Hebrew 
MS. They contain portions of three lines of writing, also of a 
liturgical character. 

Side r of the main MS, having been exposed on the book, 
is much discoloured, especially the part coinciding with the ` 
spine, which is also damaged as stated. Side 2, having been ` 
hidden from 1494 to 1972, is much cleaner; it is still possible 
to discern the faint lines ruled by the scribe for his guidance, 
The first word of the text — MELEKH CO King’) ~ is set out as a 
heading, consisting of three consonants in gigantic characters, 
the central ldnedh being 14 cm high, and the mêm and final 
kaph some 8 cm. The letters are ornamented with five rosettes, 
r5 cm in diameter and all of different design. Beneath are 
vowel-points, formed of pairs of concentric circles instead of 
dots, and about 0-4 cm across. 

The prominence thus given to the word MELEKH suggested 
that it be used as the title of the MS, as is done in this article. 
The last word on the page — QApHOsH (‘Holy’) -though the same _ 
size as the generality of words in the text, is written on a line - 
of its own, and the géph is adorned with an elaborate three- : 
branched tail. j eee 

At first sight, this imposing parchment appears to be a 








Le 








Photographic reproduction of side 2 of the manuscript, clearly legible 
after the lapse of nearly 500 years. The text forms part of a piyyut, or 
“devotional poem, for the Jewish New Year. 


leaf of a codex in the library of a synagogue (not part of a 
scroll, as it is written on both sides). The character of the text 
renders this highly doubtful, though, and there is reason to 
suspect that the MS was written for private use. As it contains 
an abbreviated form of the Divine Name (yHwx) it would be 
regarded as having a sacred character; no Jew would have used 
it for a profane purpose, or willingly have allowed it to fall into 
Gentile hands. The Venetian bookbinder must have been a 
Christian, and the question arises as to how he gained possession 
of the document. 

It does not seem likely that he obtained it locally. The Jews 
of fifteenth-century Venice were definitely second-class 
citizens, and subjected to progressive disabilities. They had 
to wear an ‘O’ (for ‘omicido’) on their garments (1409), could not 
own land (1423), could not take Christian pupils or apprentices 
(1443), and could not do business in the city (1476).1 They had 
already been segregated in the original ‘Ghetto’ — the old State 
foundry in Cannaregio. The Venetian government, however, 

. permitted no disorders there; overt violence towards the Jews 
was unknown, and their synagogues were never sacked or their 
documents carried off. Nor does the MS appear to be of Italian 
provenance. It is written in the bold, square characters used 
by German Jews of the 14th and 15th centuries, and imitated 
by printers of Hebrew Bibles and prayer books from 1475 
onwards. Italian Jewish MSS of the 15th century are written 

ma more cursive style*. 





JR. M. della Rocca and M. F. Tiepolo, “Cronologia Veneziana del 
Quattrocento” , in La Civiltà Veneziana del Quattrocento (Venice, 1957). 
See the illustrations of medieval German and Italian Jewish MSS 
and printed books in Encyclopaedia of the Jewish Religion (Phoenix 
House, 1967). 
































































The author’s hypothesis is that the MS is of German, or at 
any rate Central European, origin, and probably of the rgth 
century. From certain irregularities in the text, as noticed 
later, it is to be surmised that it was called in or confiscated:b 
the authorities of a synagogue, and condemned as heretical; 
but as it contained in several places the standard Jewish ab 
breviation of the Divine Name it would have been considerec 
impious to destroy it directly. It was therefore ritually sing 
with the flame of a lamp; the shape of the indentation at o 
side is consistent with such burning, whose position is furth 
evidence that the parchment is a book page and not a column 
of a scroll. ; 

The MS was then deposited in the geniza — a chamb 
attached to the synagogue, in which such documents, as we 
as worn-out liturgical scrolls, were left to moulder aw 
(Today, the custom is to bury them in consecrated ground 
Persecution of Jews was common in mediaeval German 
thus it is quite conceivable that, some time before 1494, the 
synagogue and its geniza were sacked by a mob and its documents 
either carried off or seized by the magistrates. In either case 
they were sold as waste parchment, and found their way t 
Venice, where they were used, e.g., for bookbinding. If all this 
is correct, the MS would have reached the binder in a mutilate 
condition; but, as the vellum was otherwise very suitable f 
binding a large folio volume such as Luca Pacioli’s Summa 
(which contains 600 pages), the breach was filled by a pate 
on the spine, cut from a different Hebrew MS. The binding was 
intended to be temporary only, the purchaser being expected 
to provide a more elegant one in due course; but for som 
reason this was never done. 


The text: first side 


The matter on side 1 is all in prose, in 19 lines, written general 
in characters o8 cm high, but using also two or three larg 
sizes of letter, up to 1-7 cm in height. The first 13 lines are 
written with vowel-points, and all the words are spelt in ful 
except for the abbreviation of yHwu. The last six lines are, 
however, unpointed, as the words have been shortened. 

The text is well known to Jews, as the concluding section. of 
the reader’s repetition of the amida (prayers said by the con 
gregation, standing) in the additional service, or musaph, fo 
Yom Kippur, the Day of Atonement. Evidently it was carrie 
over from a previous leaf, as it begins in the middle of a quotation. 
from Isaiah. It is followed by the Kaddish, an ancient prayer 1 
Aramaic, much used in the synagogue and by mourners. Thi 
consists, in its full form, of five petitions by the reader, inter 
spersed with four responses by the congregation. 

The first petition is here written out in full, with vowel 
points, and occupies lines 11 to 13 of the text of side 1. Line 1 
is filled up with the beginning of the first response, in smal 
letters. Then, it would seem, the scribe realized that he coul 
not fit in the whole Kaddish on that page, and in line 14 bega 
again with the second petition, shortening most of the word: 
omitting the vowels, and leaving out the responses altogeth 
and so proceeded to the end. : 

The translations follow the Revised Standard Version as 
regards Biblical matter, and the Kaddish is given in full, as in 
the Authorised Daily Prayer Book of the United Hebrew 
Congregations of the British Empire (translation by the Rev. 3 
Singer). The omitted sections of the Kaddish are supplied i 
square brackets. 

t.. your burnt offerings and your sacrifices will be accept 

on my altar, for my house shall be called a house of. prayer fo 

all peoples 5 And it is written: ‘And the Lord commandec 
us to do all these statutes, to fear the Lord our God, for ou) 
good always, that he might preserve us alive, as at this day. 

And it will be righteousness for us, if we are careful to do al 


3 Isaiah ivi, 47, slightly changed (see below). 









this commandment before the Lord our God, as he 
commanded us "3 EE 
Righteousness, and blessing, and mercy, and life, and peace 
be to us and to all Israel for ever. 
Blessed art thou, O Lord, who makest peace. 


[The Kaddish]} 


‘Magnified and sanctified be his great name in the world which he 
; hath created according to his will. May he establish his kingdom 
during your.life and during your days, and during the life of 
` all the house of Israel, even speedily and at a near time, and 
say ye, Amen. ` d ` 
_ [Let his great name be blessed for ever and to all eternity.] 
| Blessed, praised:and glorified, exalted, extolled and honoured, 
magnified and lauded be the name of the Holy One, blessed be 
he; though he be high above all the blessings and hymns, 
_ praises and consolations, which are uttered in the world; and 
say ye; Amen. 

[Accept our prayer in mercy and in favour. ] 

May the prayers and supplications of all Israel be accepted 
by their Father who is in heaven; and say ye, Amen. 

[Let the name of the Lord be blessed from this time forth 
and for ever.] 

May there be abundant peace from heaven, and life for us 
“and for all Israel, and say ye, Amen. 
[My help is from the Lord, who made heaven and earth.] 
He who maketh peace in his high places, may he make peace 
‘for us and for all Israel, and say ye, Amen. d 
Besides the abbreviation of the Kaddish, there are other 
urious features. The Isaiah quotation, in particular, has been 
Itered from the well-attested reading of the Massoretic text — 
Howed also in the Machzor (festival prayer book) of the 
hkenazi rite — from ‘their burnt offerings and their sacrifices’ 
o ‘your burnt offerings and your sacrifices’. Such a deviation 
not permitted in Judaism, and may well have been the reason 
or the condemnation and mutilation of the MS, according to 
he author’s hypothesis. Also, the MS reading ‘it is written’ 
tands in the Machzor as ‘it is said’. 


































‘he text: second side 


‘his impressive’ example of Hebrew penmanship, with its 
agnificent heading, is in verse. It consists of the first of the 
even sections of a pryyut, or devotional poem, composed in the 
ith century by Rabbi Shim‘on ben Yitzchaq ben ’Abhuna, 
f Mainz. Recited during the morning service on the second 
ay of Rosh Hash-shana (the Jewish New Year), it expresses the 
traditional conception of God as the King of the Universe, 
‘who sits in judgment upon mankind during the ten days of 
enitence, from Rosh Hash-shana to Yom Kippur, and whose 
nercy is implored at that season with prayer and fasting. 
‘Each section of the piyyut consists of three groups of three 
nes each, with one rhyme to each group and much alliteration, 
nd two lines with internal rhyme, the initial letters of the 
ords in the first line of the two spelling the author’s name, 
HIM'ÔN. In the three-line groups, the first two lines are recited 
y the reader, while the third is a response — a point emphasized 
in the MS by writing the third lines in smaller characters. The 
` prose translation is by the present author: 


o KING, thy word endures, from ancient times it has stood; 
Ee name shall be glorified, in thy assembly it shall stand 
orth; 
for ever, O Lord, is thy word established. 

O King, when thou didst finish this day the work of thy 
craftsmanship, 
from judgment thou didst deliver him who is formed in thy 
image; 
from generation to generation is thy faithfulness. 

O King, thou hast allotted, even to his offspring, a ransom, 
that they might escape from thy terrible desolation S 
for judgment they stand before thee today. 


2 Deuteronomy vi, 24, 25. 

















-Them who keep the ‘commandments of thy testimonies, and 
- them who serve thee, do thou establish, ~ 


and lift them up to the abundance of thy glory, for all thy 
-servants are holy. EE 


This piyyut does not follow the matter on side 1, in the liturgy 
for Yom Kippur; in that service the next section consists of: 
the reading of Leviticus xviii, and other Biblical passages. In 
a Machzor the piyyut appears (in full) a good many pages 
earlier, since Rosh Hash-shana II comes eight days before Yom 
Kippur in the Jewish calendar. In view of this, and of the other. 
peculiarities noted above, the writer’s tentative conclusion is 
that the MS is not an official synagogal document, but is part 
of a set of extracts from the liturgy, perhaps made privately 
for the purposes of individual, family or group devotion. 
Beyond this it does not seem wise to speculate. ee EE 









The fragment 


The patch from inside the top of the spine consists of two bits of — 
dirty and dilapidated parchment, each about 106 em. One 
bears parts of three lines of Hebrew script in letters, some of | 
them 1-4 cm high, and others o-8 cm, with vowel-points; the — 
other bears at one edge the beginnings of the same three lines, 

evidently cut off from the first piece. ii 
The text has been identified as part of a piyyut for Yom 
Kippur, The full text, in the Machzor, shows it to be a 22-line ” 
poem on the works’ of God in creation. Each line begins with — 
the refrain “There is none like thee in thy . ..’; after which, 
in each successive line, the next word begins with a different 
letter of the Hebrew alphabet. The lines rhyme in couplets. 
Such acrostic poems are common in Hebrew literature, both’ 
ions iiv) ` 





ancient (e.g. Proverbs xxxi, 10-31, and Lamen 
and medieval. I have not been able to ascertain the date 
authorship of this piyyut. ; GE SE 
The MS includes parts of lines. 4 to 6 of the poem. The 
language and imagery are of a distinctly mystical cast, with ` 
many allusions. to other parts of the Scriptures and to other 
Hebrew literature, and accurate translation is not always easy. 
There follows a version of the first six lines, setting the fragment. 
in its context; the author trusts that his rendering gives the 
sense ae well as is possible in English. 





There is none like thee in thy making firm the heavens and 


the heaven of heavens; 
in thy mingling of fire and water. 
in thy spinning of the centre of 
obscurity and darkness; Wa 
in thy kindling of light out of 
darkness. 
in thy separating-out of a firmament 
in the midst; ; 
in thy deciding to gather together ` — 
the proud, arrogant ones. oe 


there is none like thee 
There is none like thee 


there is none like thee 
There is none like thee 


there is none like thee 
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These unusual MSS, which have been so long in the In- 
stitute’s possession and whose nature has been so long un- 
examined, are now to be displayed in a fitting manner, separately. 
from the Summa, which is to be given a new binding. 
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my) ISHOP’S STORES is not the first name that springs to 
‘(J mind in the food distributing, retailing and supermarket 
trades. With turnover of £38-77 million and profits of £270,077 
it is not one of the biggest nor one of the most profitable, but the 
_ 1971-72 report and accounts give the impression of a company 
h its collective mind on expansion. Not by any means 
all of the present expansion is as yet profitable and the report 
-of thë chairman, Mr John Bradfield, F.c.A., is a catalogue of 
` future hope rather than immediate performance. 
The sales and profits breakdown in the year urder review 
- shows that retail profits of £420,935 on sales of £19,082,540 
had to carry wholesale losses of £104,120 on wholesale and other 
-sales of £19,687,531, and a parent company debit of £46, 738. 
"Mr Bradfield explains that the Retail division produced ‘most 
p ‘satisfactory results’ in the second half of the year. The Whole- 
gale division “made steady progress’ but the opening cost of a 
nev Catering Division was £68,000, and the Cash and Carry 
ivision ‘during a-year of great activity produced a net loss’ 
which included ‘two extremely professional burglaries amount- 
ing to some £26,000’. 
Without the- exceptional costs mentioned, an expected 
vernent in profitability would have been shown. Mr 
Bradfield writes that ‘recent internal figures are most en- 





























Independent check 

Reorganization of the Bishop’s group has been completed, 
Mr Bradfield writes, but ‘the directors have decided to seek 
professional advice to confirm their policies, to make an inde- 
pendent check on possible weaknesses, and to. suggest even 
further improvements’. This review, the chairman states, ‘is 
rather longer than usual’ and board and staff have been ‘involved 
in strenuous and comprehensive activities’. 

The group policy whereby senior staff are deeply involved in 
accounting and forecasting techniques means, shareholders are 
told, that ‘morale is now high as far as the future is concerned’. 

` Profit- sharing schemes have been introduced ‘for the benefit of 
executives throughout the group’ and the schemes where 
possible have been based on performance relative to profit 
targets. The directors ‘look forward to making substantial 
“payments next year to those entitled’. 
. The ten-year statement included in this week’s reprint from 
the Bishop’s Stores accounts shows that ten years ago the group 
was making just under £259,000 pre-tax on turnover of under 
{11 million as against the past year’s £270,000 on £388 
“million, and that whereas the heavy capital investment — 
eflected in present depreciation charges of over £400,000 — 
` bas led to marked sales expansion, the return in terms of 
` profis i is yet to come. 






Biggest store 
` Bishop’s three distribution depots and the bulk of its retail 
anches are in the home counties, although there is growing 
sep entation in the West and East Midlands. Retail sales at 
9°08 million in the past year showed a 25 per cent increase on 
i sen, with 6 per cent attributable to new stores opened 
luring the year. Towards the end of 1971 a market research 





































siaine as seen by housewives in selected trading areas, As 


ee was engaged. to establish Bishop’s strengths and 





a result of the research company’s report i 
slight change of “image” was necessary’ but thi 
to take effect until last spring and is still not fully impleme 
What the slight change entails is not stated. dengt it 
to be taking some time to be put into operation. 

A particular point on the retail side was the completio ce) 
time of the company’s biggest store to date at The But 
Centre, Reading. Unfortunately, Bishop’s store seems to hav 
been completed in splendid isolation in a ‘fully enclosed 
temperature controlled, shopping centre’. The lack of comple 
mentary stores in the Centre meant that the Bishop’s store log’ 
£70,000 last year and is not expected to make a profit this ye 

Three supermarkets are being built and negotiations are 
hand for several more but sites are hard to find and, writes: 
chairman, ‘the prices being demanded and paid continu 
amaze us’. The result is that Bishop’s are searching ‘furthe 
afield’ and these searches may take two or more years to come t 
fruition. 


Improved results 


The Wholesale division in its old form has been reduced. 
five depots to three and ‘after a few stagnant years is show! 
greater promise’, with the main customer being the 
Voluntary Group. But the new Cash and Carry division, wh 
is part of the wholesale operation, lost £117,000 largely becaus 
of the cost of development schemes. These schemes include 
the conversion of delivery depots to cash and carry “Trade 
markets’, but there were also ‘exceptional stock losses a sign 
cant proportion of which was due to activities resulting. i 
police prosecution’. There are now five Trademarkets of ab 
40,000 sq ft gross and three of about half that size, all of whic 
means a doubled sales area in 18 months. 

Further development is the formation of the C aterin 
Division under the Eurocater name to provide a comprehensiv 
supply service to the hotel and catering trades. The chairma 
reports that ‘the usual planning problems and the cessation ¢ 
journal we intended to use for marketing caused months of 
delay but trading commenced early in 1972’. Progress. has been 
slower than anticipated but the total cost to June 1972 was clos 
to budget. 

Overall, provided new ventures begin to pull their weigh 
Mr Bradfield is prepared to go against a natural prejudi 
against optimistic forecasts and suggests that the group ‘sho 
show greatly improved results for the current year’. 





Furniture Blue Chip 


OMME HOLDINGS, in stock-market terms, is un 
doubtedly the blue chip of the furniture share market. . 
the past five years Gomme’s G-Plan furniture turnover has rise 
from Zeen million to firi million, pre-tax profits fr 
£736,000 to £1,418,000, equity earnings from 24} per cent 
51 per cent and return on capital employed from 35] per cel 
to 44%} per cent. 
But ‘Industry Information’ included in the Gomme report 
and accounts suggests that UK purchase of furniture per head 
of population lags well behind figures elsewhere. In 1971, 
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deliveries of domestic furniture by UK manufacturers were 
£260 million, or a mere £5 per head of population. In France 
the figure was £8, in the United States £10, Sweden £12 and in 
Western Germany {17, with the latter’s furniture manu- 
facturers’ deliveries total being £1,100 million. 

Furniture in the UK is still a surprisingly fragmented 


‘industry. The Gomme information puts the number of firms 


in the industry at 1,500 ~ nearly half of which have a turnover of 
less than £10,000 a year. Some of these, it is suggested, must be 


` divisions of companies producing items other than furniture. 
















With three other major furniture companies in the throes 
of going public, there may in future be some rationalization 
of the industry by acquisition — although probably not by 
Gomme, which goes its own individual and highly successful way. 


In Australia 





N Australia, mining company accounts continue to carry 
auditors’ qualifications concerning amounts claimed as 


deductions for plant expenditure in excess of amounts charged 


to profit and loss account. The accounts of Western Mining 
Corporation show excess deductions of $131 million for the year, 
leading to an accumulated figure of $45-8 million. 

Cooper Brothers, in their report, say that both the company 
and the group should have set aside out of profits to a provision 
for future tax, approximately $18-3 million of which $5-2 million 


related to the year ended June 30th, 1972. 


“Another point Cooper Brothers make concerns the shares 
Western Mining hold in Great Boulder Mines through a 


wholly-owned subsidiary. These figures in the accounts at a 


cost value of $46-76 million, ‘which was $25-26 million above 
their quoted Stock Exchange value at June 3oth’. 

` "fon our opinion’, Cooper Brothers state, ‘provision should 
be made for that part of the shortfall in value which is likely to 


be permanent. However, the ultimate value of such a large 





shareholding is more dependent upon the future earnings of 


Great Boulder Mines than the quoted Stock Exchange value 


and accordingly we are unable to determine at this time to what 


extent there may have been a permanent decrease in value.’ 


Hotels Debate 


EBATE continues on the subject of whether London and 
the main provincial cities are reaching hotel saturation point. 
But the hotel industry itself insists that there is room for all 
hotels, even though the hotels do have room for everybody. The 


real point, of course, is that there are different kinds of hotels 


catering for different markets and to talk glibly of hotels as if 
they were all precisely the same and all catering for the same 


“market is to talk far too broadly. 


Mr H. J. Edwards, chairman and managing director of 
Centre Hotels (Cranston), makes the fair point that the success 
of ‘the UK in capturing a share of the growing world tourism 


> market depends ‘on the right category hotels having sufficient 
‘bedrooms available in the right price bracket to meet the clients’ 


needs’. Provided Government recognizes the long-term im- 
portance of a low import content, high foreign currency earning 
hotel industry all will be well and Mr Edwards comments: 


< SI for one would be happier at this stage if we were just left to 











-our own devices provided we are no longer penalized.’ 


He hopes that the industry’s vital role will be more tangibly 
copnized by a preferential VAT rate and by granting full 
capital allowances on new hotel constructions. Modestly, Mr 
Edwards considers that growing loyalty of customers to the 
group ‘is not really surprising as our policy of creating a satis- 
factory product to meet a predetermined price structure is 
similar to the policy adopted by the more successful chain 
stores’. Helping to see that the policy is followed are fellow 
directors, Mr J. A. R. Falconer, ca, Mr A. Fowler, F.c.A., 





‘and Mr A. A. Davis, F.c.a. é 











BISHOP’S STORES LIMITED 


NOTES TO THE ACCOUNTS 
1. SHARE CAPITAL OF BISHOP'S STORES LIMITED 


GROUP PROFIT & LOSS ACCOUNT 


FOR THE YEAR ENDED 24TH JUNE 1972 
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GROUP TRADING PROFIT 
Before charging expenses set out below 
moluments of Directors of Bishop's Stores Limited Management 


E 


Salaries and Superannuation Contributions (Note 8} 


‘Pension’ to. past Director 
Hire of equipment 


Interest on Unsecured Loans (Gross) 


Interest on Bank Overdraft 
‘Auditors’ Remuneration 


492,448 


408,187 





Depreciation of Fixed Assets 


£1,237,875, 


£1,237,875 


2, RESERVES 


36,000 


148,130 
184,130 


572,417 
270,077 


54,500 


78,000 


PROFIT BEFORE TAXATION 
Provision for Corporation Tax 
Tax Equalisation Reserve 


WE 


Parent Com 
we 


132,500 


£ 


perties sold (after taxation) 
g on purchase of shares in a 


As at 26th June 1971 
Profits Retained 


Profits.on Pro: 
Surplus arisin; 


General 








Applicable to Minority Interests in Subsidiary Companies 


GROUP PROFIT AFTER TAXATION 


DIVIDENDS (Gross) 


4,992,122 


3,969 
1,389,504 


EE EE EE Een 


4,519,844 


1,604,435 


Subsidiary Company 


46,707 
66,474 
413,184 


£110,755 


46,800 
4 


} already paid 


Yo 


4%, (49 
dend of 5.5% (5.5%) now proposed 


interim dividend of 


20,000 
36,000 


KN 


3, 


$6,000. 


7 


As at 26th June 1974 
` Transferred from Profit and Loss Account 


Tax Equalisation Reserve 





141,881 
£26,093 








_ NET UNAPPROPRIATED PROFITS CARRIED TO RESERVES 
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Abig bonus for your 
self-employed c 


ents! 





Se Time Assurance double the vesting bonus on their 
Personal Pension Bonds. 


Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 

As a result of the latest actuarial valuation, the 
vesting bonus is increased from £1 % per annum to 
£2% per annum of the basic pension. This means that 

-in projecting the estimated total pension at pension 
age we can now add a total of 5% to the basic pension 
for each year up to pension age (interim bonus of 3 % 
per annum plus vesting bonus of 2% per annum). The 
interim bonus also continues to be added after the 
pension has commenced. 











Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2% per annum. 











































































Increasing annually 
Pension at 65 by interim bonus Cash option at 
additions to produce a pension age 
Total Pension of: 
| ENEO ERORA Gr 
Total E ; 

Guarantead| Pension at Tax-Free Aduna 

Age next | Basic 85 with | Atage 70 | At age 75 Cash Sum | Pension 

birthday | Pension | estimated at age 65 

at entry RK bonus : g 
£ D £ £ £ 

20 1325 4375 4574 4773 9743 3247 
25 1023 3121 3274 3428 6350 2316 
30 780 2185 2302 =| 2420 4867 1622 
28 agi 1494 1581 1669 3327 1109 
40 435 1002 1067 1133 2233 744 
Ai 410 922 984 1045 2055 684 
42 385 847 904 962 1887 628 
43 361 778 830 885 1730 576 
44 338 718 760 DH 1582 527 
A8 315 847 895 742 1442 480 
A8 294 588 833 677 1311 437 
47 273 533 574 618 1189 396 
A8 253 482 §20 558 4074 358 
49 234 434 469 sm 966 322 
50 216 388 421 453 866 288 
DI 198. 346 376 408 772 257 
§2 181 307 334 362 885 228 
53 164 27i 295 320 804 201 
54 148 237 259 281 529 176 
55 132 205 225 245 459 152 
56 II 178 194 212 394 131 
57 103 180 165 181 335 W 
58 , 83 125 139 182 280 §3 
59 WO 103 114 126 230 76 
66 63 82 92 101 184 EI 














H you select age G5 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday: Columns 4 and § show 
the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute part af your normal. pension for cash. 












Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. , 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates arë realistic and take account of the 
cost of your service. 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 


all ages. 
oro DIE SRR WER TR ERR ARI TCM EES GER EOD R TES DS R OREO | 


j TO: TIME ASSURANCE SOCIETY 
56 Moorgate, London, EC2. Tel. 01-628 7546/7. 


Manchester Office: 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299, 061-624 9955. 


Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-225 7799. 


Please register me/us as Agent(s) of Time Assurance Society, 
and send a supply of Pension Bond literature. 


TA/NOV 16 
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or Group 











’ Li fe Assurance society Limited 


Branches throug houtthe country 





City Notes 


co A /HILE those whose concern is the City wait, like most 


NN other people, for some kind of confrontation to build up 


“out of the Government’s price and wage freeze decision, 
` ‘situations’ are everything in the stock market. True business 
turnover remains small but interest and excitement in take- 
overs continues to rise. 

` In human terms it is decidely interesting just to behold the 
_ utter arrogance of those self-professed pillars of industry who 








are in fact only out for the best asset stripping-cum-tax-angle 


_ proposition. Their words would have us believe that they have 
: the entire industrial cause at heart and know in every detail 
“just what every British industrial company needs in its board- 


room. Those who oppose them are rejected as old generation 
who do not understand what makes companies tick these days. 
It is good that at least some of them may not be getting their 
own way. 

That, of course, does not worry the arrogant all that much, 
provided not getting their own way still shows a profit. This 


` is the new way. It’s the deal that counts, not the company or the 
` people. The pity is to see respected people falling for the deal 
eotriek. 


Ki * Ki * 


~OLLOWING Barclaycard and Access which have brought 


ff. plastic credit to many holders of bank accounts whether they 
` want it or not, there could be an opposition development 


in the form of ‘House Cards’, The Debenhams stores 
group is developing this. way simply by turning its existing 


‘Account’ facilities into a house credit card. What Barclays and 
“the other banks can do on their computers, Debenhams or 
Great Universal Stores, or United Drapery or Montague 
: Burton, or Hepworth or anyone else big enough can do on 


RATES AND PRICES 


Closing Prices, Monday, November 13th, 1972 


Bank of England Minimum Lending Rate — Nov. roth, 1972. 73% 


Treasury Bills 
Sept; 8 «+ £63427% Oct. 13 ~. £6°6890% 
Sept. 15 «+ £6°6391% Oct. 20 .. £67135% 
“Sept. 22 . £66999% Oct. 27 . £68930% 
“Sept. 29 .. £66252% Nov. 3 «+» £68838% 
‘Oct. 6 . £66676% Nov. 10 - £68838% 
‘ Money Rates 
Dag ro day .. s -64% Bank Bills . 
` days a4 63-7 % 2 months 78-72% 
Fine Trade Bills 3 months 94-72% 
3 months .. 8 -9 % 4 months +. EK? 
4 months .. 8 -9 % 6 months -. 8 ~84% 
6 months .. 84-94% 


Three Months’ Rates. 


Local authority deposits 74-84 
Local authority bonds 74 8 

Sterling deposit certificates 74-8} 
Euro-sterling deposits ; 9 -9t 
Euro-dollar deposits 2.20. 58-6 



























theirs. The credit card wallet is coming to be a ‘useful gi 
If Debenhams’ move is the forerunner of many others, a ére: 
card hold-all might be more useful still. 

* * * E? 


Bad the Bank of England should call for 1 per cent spe 
deposits when ‘freeze without squeeze’ was the popula 
headline was hardly in the realms of tremendous surpr 
The first outward indications of a less absurdly generous mo: 
supply and credit. conditions came with the: anti-prope 
lending directive. But quite apart from that, it was acce 
at the time the new concept of control — or rather lac 
control — was introduced that Bank rate and special dep 
were likely to play new roles. Bank rate has been throw 
of the Governor’s office window and that left special. de 
as the publicly obvious control signal. E 
* * Ki * 


NFLATION makes the prospect of longevity daunting 

people on fixed pensions and entirely fixed incomes, But a 
least houseowners are, through mortgage and annuity marr 
offered the ways and means of making their property pr 
income as well as shelter. ae os 

Under existing schemes it seems that life in this fori 
financial transactions begins at 7o. Doubtless the inge: 
devisers of mortgage-annuity schemes will in due cours 
able to get the age down. Response to the schemes: alr 
being ofiered indicates that inflation has not only begun 
erode the foundations of the Englishman’s castle but is. be 
ning to change the retired Englishman’s view in that there’ 
more ways than one in which the castle can be enjoyed — mi 
financial ways that is. ; 


Finance House Base Rate — November ist, 1972. 74% l 
Retail Price Index (16.1.62 =100) 166-4, 19.9.72 (from 165°5) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer). 





eign Exchanges 
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Amsterdam “6025 Oslo 
Brussels KI? Paris E 
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Consols 4% 
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Conversion 33% Cre t% 879 
Conversion 54% 1974 96 3 Treasury 61% 1 
Funding 34% 99-04 444 Treasury 33% 77-80 
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Funding 54% 87-91 KÉ Treasury 52% 08-12 
Funding 6% 1993 72$ Treasury 2f% = 

_ Funding 6}% 85-87 812 Victory 4% - 

“ Savings 3% 65-75 Soie 


= War Loan 34%. ` 













Contracts: : Interest Payments 


Mr Wiiitam WELLS asked the Chancellor 
of the Exchequer whether, in view of the 
suspension of Bank rate [The Accountant, 
ctober rath], he will consider legislation 
to clarify the position under contracts 
here the payment of interest is fixed at a 
ercentage over Bank rate. 

“Mr Norr: No. The interpretation of 
ank rate’ in existing legal documents 
a matter for the courts to decide. So far 
as new contracts are concerned, it will 
be for the parties to decide whether 
interest payments should be linked to the 
minimum lending rate of the Bank of 
ngland or to some other rate which they 
consider appropriate. 
Hansard, October 
nswers, col. 319. 


25th. Written 


Income tax codings 


Bishop asked the Chancellor of 
Exchequer what changes he proposes 
income tax codings; and if he will 
nue to ensure complete secrecy for 
transactions. 
Mr Norr: A new system of PAYE 
coding is being used for the 1973-74 
odings. which are now being issued and 
hich take account of the changes in the 
ax system which come into effect on 
ril 6th, 1973. The PAYE codes are 
eing given values such that the code 
ill generally be the total of allowances 
due, without the final figure. Letters are 
dded to the codes, so. that any change in 
the rates of the single person’s or married 
man’s allowances made in future Budgets 
can be put into operation quickly. 
‘The new codes continue to ensure 
the privacy of taxpayers’ private trans- 
actions and, save in one respect, give no 
ore information about taxpayers’ per- 
onal circumstances than’ can in many 
ases be inferred from the existing codes. 
e letters L or H in a man’s code show 
pectively that he is entitled to.the lower 


ut ifthe taxpayer does not wish his 
mployer to have the information con- 
eyed by these letters, he is invited in 


otice to ask the tax ofhce to substitute 
the letter T. That letter will also be used 
ina wide range of circumstances in which 
the tax office must review the code before 


In Parliament 





single) or the higher (married) allowance; 


he literature accompanying his coding- 








a change of personal allowances in a 
future Budget can be put into effect. The 
letter T does not therefore disclose the 
taxpayer’s personal circumstances. The 
letter used in a woman’s code will be L 
or T only and, since the letter L will be 
used whether a woman is entitled to the 
lower (single) personal allowance or to 
the wife’s earned income relief, the letters 
will disclose nothing of the woman’s 
marital status. Moreover, the number of 
children, if any, for which tax allowances 
are being given will not be indicated by 
these letters. 

Hansard, October 18th, 1972. Written 
answers, col. 98. 


The Queen’s Silver Wedding 
Anniversary: Coins 


Mr GEOFFREY FINSBERG asked the Chan- 
cellor of the Exchequer if he is now in a 
position to give further information about 
the proposed crown piece to be struck 
to commemorate the Queen’s silver 
wedding anniversary. [The Accountant, 
February 17th.] 

Mr Nort: Yes. Her Majesty: yesterday 
made a proclamation under the Coinage 
Act 1971, giving details of this coin, and 
I have arranged for examples to be 
placed in the Library. 

It is proposed to strike two versions; 
one in cupro-nickel and one in: sterling 
silver. The cupro-nickel version will be of 
normal coinage standard, and will- be 
available from banks at face value from 
November 2oth. The silver version will 
be a proof coin, individually packed in a 
presentation case and available only by 
direct mail order from the Royal Mint 
at a price of {5-75 including postage. 
Information on how to order these proof 
coins will be announced in the press. 

Hansard, October 24th. Written 
answers, col. 220. 


Tax Credits: Confidentiality of 
_Information 
Mr LesLie Huckrietp asked the Chan- 
cellor of the Exchequer what studies have 
been made concerning the preservation 


-of confidentiality in information ex- 


changed with other government depart- 
ments'in the operation of future schemes 
for tax credits. 

Mr PATRICK JENKIN: Paragraph 46 of 


S the Green. Paper on the tax credit schéme : 


states that the way in which the scheme 












































` would be administered will be the subject 


of further detailed study. Ministers are well 
aware of the need to take whatever steps 
are necessary to ensure that the customary 
standards of confidentiality are observed. 


Mr Hucxrtetn: Is the hon. gentleman 


aware, when he says that Ministers are 
already aware of the necessary steps, that 
his department has already given con- 
fidential information to employers by 
classifying people with an H, L, or T in 
the new tax codes? Since Ministers are - 


prepared to let confidential information ©. 


be given away to that degree, how much 
confidence can people have about further 
possible breaches? 

Mr Jenkin: I am happy to have this 
opportunity to refute once again the wild 
and untrue allegations that have appeared 
in some newspapers about the HLT 
scheme. The only information that could 
possibly be divined from that scheme is 
that if someone gets an H code, he is 
entitled to the married allowance. As the.» 
hon Member knows, 
went out to taxpayers with the notice 
of coding, months before they will ever 
reach employers — no employer has ‘yet... 
had any notice of coding as a result of the 
HLT Scheme — it was stated in heavy 
type that if the taxpayer did not wish this ` 


information to be communicated to his.” 


employer, he could apply for a T ~ that 
is, a miscellaneous coding. 

Hansard, October 24th. Oral answers, 
col. 981. 


Southern Rhodesia Stock: 


Mr Watt asked the Attorney-General a 
if he will make a statement on the future 
payment of. interest to the United 
Kingdom holders of Rhodesian Govern-... 
ment stock subsequent to the recent: 
High Court judgment. GE 

The ATTORNEY-GENERAL: The High 
Court decided that a person claiming to = 
be interested in Southern Rhodesia 6 per ` 
cent stock 1976-79 and interest thereon 
may present a petition of right in England 
against the Crown under section 20 of © 
the Colonial Stock Act 1877, No question. 
as to liability in respect of payment of 
interest to persons ‘claiming to be 
interested in Southern Rhodesia Govern- 
ment stocks was decided in those pro- 
ceedings. 

Mr Wat: Since legal proceedings take 
a long time and ae many elderly people 
have been adversely affected by the block- 
ing of Rhodesian funds, will my right 
hon, and learned. friend consult his 
colleagues to see whether funds could be 
released at least to those over the age 
of 60 who are in need? 


~The ATTORNEY-GENERAL: This is a 


matter of policy for my right hon, friend 








in the leaflet that... 








„the Chancellor of the Exchequer. I will 
draw his attention to my hon. friend’s 
remarks. 
<: Hansard, November 6th, 1972. Oral 

: answers, col. 620. 


Tax Offices: Telephone Calls 


Mr PARKER asked the Chancellor of the 
Exchequer whether he will seek to 
arrange for all tax offices which deal with 
London taxpayers to have a London 
telephone number to cut out expensive 


long-distance telephone calls by taxpayers. 
Mr Nort: No. The Inland Revenue 
has extended its inquiry office facilities in 
London and this removes the need for 
long-distance telephone calls by taxpayers. 
Hansard, November 7th, 1972. Written 
answers, col. 119. 


Consumer Debt 


Mr Deakins asked the Chancellor of 
the Exchequer what correlation there is 


between the growth of consumer deb 
and the rate of inflation. 


Mr Norr: My right hon. friend. is. 
satisfied that the main cause of inflatior 
is excessive wage and. salary clai 
rather than the growth or level of con 
sumer debt. The Crowther Committee 
examined this topic in its report of March 
1971, and found no cause for concern. 


Hansard, November 6th, 1972. Written 
answers, col. 69. 





Preparing for VAT 





-Rebate for Purchase Tax 


==HE Government has reversed its previous thinking that 

it would be impracticable to allow retailers a direct rebate 
in respect of purchase tax paid on goods in stock at March 
grst, 1973. Speaking in last week’s debate on the Queen’s 


Speech, the Chancellor of the Exchequer said: 


"There is a considerable transitional problem with regard 
to the treatment of stock held by retailers and others. I am 
talking about stock which has borne purchase tax and which, 
if still unsold when VAT comes into operation, would then 
attract VAT as well. A similar problem would arise over stocks 
` of goods subject to the revenue duties, if those duties are 
reduced to avoid increase in the total level of taxation on such 
goods when VAT comes into operation. 
‘Clearly, as the House knows, our intention throughout 
“has. been as far as possible to avoid any element of double 
` taxation, especially as that could provide an excuse for otherwise 
‘unwarranted price increases. It is equally clear that the most 
straightforward solution would be to give all those concerned 
a complete repayment of purchase tax which had been paid 
on their stocks when VAT comes into operation. That solution 
has always appeared to be impracticable and impossible. There- 
fore, at the time of the Budget I decided in favour of the 
simplest available formula, which combines the use of sale-or- 
return arrangements for readily identifiable goods. For other 
goods it involves the ending of purchase tax a short time before 
WAT is introduced — in other words, a purchase tax holiday. 
This formula was intended to give traders a broad measure of 
relief from possible double taxation, but it is by no means 
perfect because it cannot altogether avoid double taxation. 
Furthermore, even though there was no double taxation, an 
unscrupulous trader could always pretend that there was and 
put up his price accordingly, and no one could prove the 
contrary. . 

“The one scheme that all would have favoured as the simplest 
of all solutions was a straight rebate or repayment at the com- 
mencement of VAT of all purchase tax paid on goods held at 
that time, but, as I have said, this appeared impossible to 
administer. We have kept working away at this problem and, 
thanks to the tenacity and ingenuity of the Customs and Excise, 
I have now been able to decide that there will be a full rebate 
ot repayment in respect of all tax-paid stock. 

“This is the ideal solution from two points of view: first, 


there will be no element at all of double taxation on the change-. 
over and, secondly, it follows that no trader can adjust his- 
prices on the pretence that there is any element of double- 


taxation. The scheme will allow registered VAT. traders: t 
make a claim in respect of purchase tax paid on all goods whic 
are held in stock for resale at March 31st next year. Purch: 
tax will accordingly continue in force right up to. the start 
VAT. Traders should retain the invoices showing the purcha 
tax on goods they purchase in order to support their claims. 
Mr Denis Healey (Lab., Leeds East) thanked the Chancel 
for his acceptance of the advice repeatedly pressed upon h 
by the Opposition during the Finance Bill debates, but com 
plained that his belated action had involved millions of trad 
in filling up forms which would now prove ‘totally nugator 
and time-wasting’. PRE ea 


Pension Schemes and VA 


M CUSTOMS AND EXCISE has now informed t 
National Association of Pension Funds of the position 
pension schemes with regard to VAT. ae 

Insured pension schemes will be exempt under Sched 
group 2 — ‘Insurance’ — of the Finance Act 1972. Privat 
invested pension funds are, however, considered to be outsi 
the scope of the tax. Although there is a subtle technical di 
tinction between being ‘exempt’ and ‘outside the scope of th 
tax’ the ultimate effect on pension funds is precisely the same, 
namely that they will not be in a position to recover any inp 
tax. 

Some members of the NAPF may have found legitimate. 
ways of minimizing the adverse effects of input tax. Naturally, 
the Customs and Excise themselves would not be prepared t 
indicate methods whereby tax may be avoided legitimately, but 
actual experience could be of inestimable value to others ‘in a 
similar position, E 


Price Effects of VAT 


PEAKING at the University of Kent last week, th 
Financial Secretary to the Treasury, Mr Terence Higgin 
claimed that the hallmark of the Government's VAT poli 
had been consultation. l : i 
VAT, he said, was a comprehensive tax designed to broad 
the base of indirect taxation. The Government had mad 
clear that, apart from technical considerations and the need to 
keep the tax simple, reliefs had been deliberately confined. 
items of particular importance to low-income families, so tl 
there was no reason to suppose VAT would be regressive. 
SET and purchase tax would be abolished when VA 
introduced. The total revenue raised was expected to be a 
the same and there should, therefore, be no significance incr 
in prices over-all as a result of the changeover. 
At the proposed VAT rate of 10 per cent, there was absolu 
no justification for the price of anything going up by more; t 
price of a great many items should go up by less, or even be o 


Goods exempt from purchase tax should not go up by as mu 


as 10 per cent because the abolition of SET would mean that th 


-cost of distributing and selling them would be less. 










Letters 





















































Inflation and VAT 


Sir, - I read Mr Tropp’s letter (October 5th) and the replies 
(October 12th) with interest, but finished wearing a wry smile, 
‘perhaps attributable to age. 

I have knocked around the business world for 45 years and 
experience has taught me not to waste time on ‘before and after 
VAT” calculations or comparisons. The trading community, 
and particularly that. section which sells goods and services 
direct to the public, will increase prices to the limit of com- 
petitiveness and thank Heaven for the opportunity of blaming 
‘the Government. 
| remember what a wonderful opportunity war risk and war 
damage insurance presented in 1940, and every successive 
impost since; national insurance, graduated pension contribu- 
ons, SET, wage increases, purchase tax and what have you, 
rovided excuses for price increases way ahead of such additional 
osts. The same pattern followed decimalization, and traders 

already asking how they are supposed to calculate ro per cent 
nthe odd 1, 2, 3, 4, 6, 7, 8 and gp. Why, upwards of course! 
‘One wonders as to the continental genius who foisted this 
imbersome and idiotic tax on the Government and the people. 
illions upon millions of hours and mountains of paper have 
lready been wasted, and we are barely off the ground. 

This whole thing could have been dealt with by reference to 
he same accounts used. for taxation purposes. The degree of 
sion would be no greater than under the new scheme, 
ministration would be easier and infinitely less costly, and the 

ation which will undoubtedly follow the introduction of VAT 
ould, at any rate, have been marginal. 


Yours faithfully, 
London Nī4. RICHARD S. TUTTON, F.A.LA., F.C.18. 








Taxation and Inflation 


Sir, — I suppose that as a chartered accountant I should not be 
surprised to find that I am so very alone in my desire to see all 
taxation abolished and replaced by a concept of National 
Contributions, based on an assessment of the ‘ability to pay’ 
‘of the 38 million adults resident in the UK. Nevertheless I am 
‘surprised. And I am alone, too. 

My proposals seem, to me that is, to be sensible, logical, fair, 
‘counter-inflationary and financially sound. The first prong of 
‘my argument is that with taxation.running at the astonishing 
level of £20 billions annually, half of which is loaded into prices 
and the other half deducted from wages and salaries, give or take 
a billion or two, taxation must be the main source of post-war 
‘inflation. This £20 billions represents a pre-emption by govern- 
‘ment of nearly 47 per cent of the national income (GNP less 
depreciation charges). 

“The second prong of my argument is that if, for socially 
desirable reasons, central government needs so much money, 
it. must be properly funded and withdrawn temporarily from 
‘circulation in a manner which does not cause distortion in the 





“market place. This could best be achieved by government issuing e 


a new short-dated stock up to this amount, to be surrendered: 
and cancelled in due course, when the NC assessments referred 
to above, were agreed each year. Such an arrangement would be 
completely neutral with respect to prices and incomes, 

There is a lot more to the proposals. In fact, 2,000 words 
more, but nobody wants to know. The proposals are dismissed 
as Utopian. Well, the Chancellor has recently given us either an ` 
Act or the Outline of six new taxes and we shall soon be ex- 
periencing the dire effects of four of them! 

Yours faithfully, 


Northwood, Middlesex. D. A. TRIGWELL., 


Harmonizing the UK Accountancy 
Profession ; 


Sir, — Now that we are facing entry into the EEC the recogni- 
tion of the position of the UK accounting profession by the 
enlarged community is vital, as has been pointed out by Mr 
E. H. V. McDougall, of the Scottish Institute (October roth 
issue) and underlined by his President. 

Surely even the most biased of accountants must recognize 
the importance of bringing our practising accountants under 
one discipline and one authority? The perverse decision of the 
members of the English Institute may have stemmed from the 
nature of the package on integration, but there is a new situation 
facing us and a new approach and a new solution must be found, 
and found soon. 
Yours: faithfully, 


London EC4. RG WALDRON, F.C.A., F.C.C.A. 


Estate Duty 1972 


Sir, ~ I have been expecting to see some further correspondence 
concerning Mr Walters’ article in your issue of September 
14th, and the letter from Mr Cooke on September 28th. 
If I understand the position correctly, the exemption. of 
property bequeathed or devised by the spouse first to die is 
exempted also on the death of the second spouse. : 
Unless this is so it appears that in a great number of cases ` 
the beneficiaries of the two estates, who are normally the same ` 
children or near relatives, of the spouses, will not benefit by the 
exemption granted on the first death as shown by the following: 

The first spouse leaves an estate of £30,000 and no bequest 
to the other spouse ~ duty will be £4,250. eg 

The second spouse leaves an estate of £80,000 and duty 
payable will be £26,250. 

But if the first spouse makes a legacy of £15,000 to the 
second spouse, total exemption will be granted on the first 
death. 

However, on the second death — maybe within months — 
estate duty payable will be increased by £8,250 that is £15,000 | 
at eg per cent, unless exemption can be claimed on the legacy 
from the first spouse. ` 

The beneficiaries will therefore receive £4,000 less (£8,250 
less £4,250) by a claim being made on the first death. 

I wonder if there has yet been a case since March 21st, and 
what view is taken by the Inland Revenue. 


Yours faithfully, 


N. C. HARRISON, F.c.a. 
Weston-super-Mare, Somerset. 


[Section 121 and Schedule 26, paragraph 26 of the Finance 
Act 1972; appear quite clearly to exempt legacies from one spouse 
to the other, not exceeding £15,000, from liability to estate duty 
on the death of the second spouse. Thus, on Mr Harrison’s 
figures, the effect of such a legacy is to saye £4,250 on the first 
death without any extra liability on the second: — eprror. | 
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THE INCORPORATED 
ASSOCIATION OF COST AND 
INDUSTRIAL ACCOUNTANTS 

LIMITED 


{BY GUARANTEE} 


"THE COST ACCOUNTANTS’ 
ASSOCIATION’ 
FOUNDED 1937 
Membership by Examination 
only. Syllabus on application 


from the Secretary, at 


60a STATION ROAD 
UPMINSTER 
ESSEX 


External Examinations are beid half-yearly 
in London, and at such other places as 
circumstances warrant. 


Internal Examinations may be arranged at 
Municipal and Similar Colleges. 











insure 
your 
success... 


You probably already know that your best 
insurance against failure in the Chartered 
examinations is to take a Foulks Lynch home 
study course. 

itis a fact that students who work 75% or more 
of their Foulks Lynch course stand a substantially 
better chance of success. = 
Your chances of passing at the first attempt will- 
improve even further if you attend our intensive 
revision classes. Ask the Enrolment Officer, 

Mr E. S. Moore, for full details of Foulks Lynch ` 
home study courses, Graduate package courses ` 
and day-time and evening classes. 








Chartered Intermediate 
Intensive revision classes will be held in 
London for four weeks commencing February k 
5th, 1973. Preceding the main course, there will 
be an optional extra week devoted entirely to 
basic book-keeping and accounts. These classes — 
are equally suitable both for those who have 
unsuccessfully sat the examination and those 

who are preparing for their first sitting. 













Chartered Finals Parts | and Il 
The next series of eight-week intensive 
revision classes commence March 19th, 1973. 
Book early to be sure of a place. These 
all-embracing full-time classes can substantially 
increase your.chances of success and are 

open to all students, regardless of whether they 
are taking a Foulks Lynch home study course. 


Evening Classes. 

From February 1973 we shall be holding a 
further series of evening classes, providing study 
in depth of individual subjects. Details on © 
request. 





For full details please apply to the 

Enrolment Officer (Telephone 01-606 0255) 
Foulks Lynch (Classes) Limited SS 
4 Chiswell Street, London EC1Y 4UR 
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An industrious Accountant 


with illustrations by FINBOW 








-SEVENTY-FIVE episodes from the career 
of the ‘Industrious Accountant’ who 
has regularly delighted readers of The 
_| Accountant since 1959 — now in book 
| form. 

Read what others say about it: 


‘No praise is too high to bestow on the sustained quality 
of the content of the writing ... it should be compulsory 
reading for all apprentices and young accountants who 
contemplate entering industry or commerce.’ — The 
Accountant’s Magazine. 


S ‘TIML the book is a joy to read, as is TIML the 
=. Column, | commend both to you. They are written with a 
flair, and their episodes are acutely perceptive and 
timeless.’ - The Journal of Accountancy (USA), 


"We “a darlin’ book”, and Finbow’s illustrations are 
gems.’ — Accountancy Ireland. 


‘To those of us who were around when it first 
“appeared on December 5th, 1959, it is difficult to recall 
“what our weekly quota of professional reading was like 
without it.’ — The Certified Accountant. 


‘Good reading in transit between clients, provided 
someone else is driving l — The South African Chartered 
Accountant. 





‘An immensely readable book, full of humour (and 
occasionally pathos) which may help non-accountants to 
appreciate their accountants are ordinary human beings, 
not cold, calculating robots. — Professional Administration. 





| An ideal gift for Christmas or any other 
| time. 


1 £1°15 net £1°26 including postage 


and packing 


| GEE & CO (Publishers) LTD 
151 Strand, London WC2R 1JJ 








his is My Life 








Many hundreds of accountants have found. the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects. and 
client firms. Consultants are always. available to discuss 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and — without any 
form-hiling ~ study the classified registers. Over 500 vacancies 
in the U.K. and.overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 


More than 300 Professional firms. utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. — up to £5,000; Overseas — up to 
£10,000 ; 


Commerce and Industry: R. Thornhill, 01-628 8860 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+. 
Temporary Staff: M. Farrer, 01-628 0391 
Terms are better than is usual for temporary assignments. 
EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me now and 
I shall let you know within the hour. 

R: Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES — 
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Every year we pay homage, as a nation, to the dead of all ees 


three Services. 


And every year we forget the thousands who live on — after e ae 


a fashion. 

For the dead and maimed are not the only casualties. All 
too many Soldiers, Sailors and Airmen suffer mental 
breakdown through over-exposure to death and violence. 
We help them in their own homes and in hospital, these 
men and women who have tried to give more, much more, 
than they could. We run our own Convalescent Home. 


For some, we provide work in a sheltered industry so that: | 


they can live without charity. And we provide a Veterans’ 
Home where they can see out their days in peace. 

Money alone can’t pay our debt. But it can go a long way. 
Please help us, and please tell your clients about us too. 


“They’ve given more than they could— 
please give as much as you can.” 


EX-SERVICES 
MENTAL WELFARE SOCIETY 


37 Thurloe Street, London SW7 2LL. 01-584 8688, 

















47 Finsbury Court, Finsbury Pavement, London EC2A 1HT’ SÉ ee 





Professional Women ‘Doing 


a Real Job’ 


EMBERS of the Women Chartered 
Accountants’ Dining Society were 
praised last week by Baroness Seear, as 
typical of ‘women who were doing the 
real work to get rid of prejudice and 
discrimination’. Responding at the annual 
dinner of the Society to the toast of ‘Our 
guests’, felicitously proposed by Mrs 
Barbara Ann Furley, A.C.A., she said that 
the real job was being done by those, such 
as women accountants, who were not 
thinking all the time of advancement, but 
getting on with doing a real job superbly 
well, 
Prejudices were still there, and there 
was 9 long way yet to go in winning the 
battle. The prejudice was quite open in 


"Some areas, and could be found in some 


< extraordinary places, claimed Baroness 


“Seear. Thus, in the immigration service 
. and in the Customs and Excise Depart- 


ment there was not a single woman in the 


_ ‘upper or middle reaches. 






‘Reverse trends 


re was a worldwide underlying feeling 
ha “women could not make it, and indeed 


- in some areas the battle was going back- 








: wards. She quoted teaching, nursing and 
“social services as examples of professions 


long regarded as women’s prerogative, 
but in which the leading posts, because of 


improved «conditions ard salaries now 


~ being oftered, were proving attractive to 


men. 

The Baroness warned that the problem 
would not disappear by going into 
Europe. But women there, too, were 


equally conscious of it, and they could 


join forces with women in Britain to get 


‘rid of discrimination. 


The Society's Chairman, Mrs Betty 


` Heaton, F.c.a., proposing the toast of The 


Institute of Chartered Accountants in 
England and Wales’, welcomed its Deputy 


President, Mr E. K. Wright, M.A., F.C.A. 


She commended his interest in encourag- 
ing’ members in industry and small 
practitioners to participate more fully in 
Institute aifairs and in courses. There 
were great benefits in meeting other 
members, and she invited the Institute 
to consider increasing the number of 


“short courses in the provinces for the 
‘benefit of the smaller practitioner. 


Referring to impending British partici- 
pation in the EEC, Mrs Heaton stressed 
that- UK accounting standards built up 


slowly over the years must not be eroded. 


Considerable obstacles had to be over- 
come before London could play its full 
part in Europe; British and European 
approaches had to be reconciled, and 
British representatives should make their 
own views felt instead of passively 
accepting the EEC Commission’s pro- 
posals and grumbling afterwards. UK 
accountants had an important part to 
play in leading Europe towards unified 
accounting standards, and should be 
giving their professional bodies all the 
support necessary. 


European debate 


In the course of his response, Mr Wright 
expressed concern on the impact. of 
entry into Europe; the Institute, he said, 
was playing a full part in discussion of 
the draft directives. Representatives of 
the profession were visiting Brussels 
monthly, and the election of Mr J. P. 





Grenside, F.c.A., as a Vice-President í 
the Groupe d’étude (the liaison. group 

the profession) was a particularly welcom 
tribute. i 


The main area of concern lay in the 
differences between some European: a 
counting concepts and our own. Man 
Europeans believed that accounts should 
conform to precise rules established. 
law, in contrast to the UK view th 
accounting standards must evolve 
meet changing conditions and to. fi 
the overriding requirement to preser 
true and fair view. 


This, said Mr Wright, was an imp: 
ant difference; the debate was a- 
one, in which each side believed in its o 
case and each had strong arguments : 
favour. The search for a ‘mut 
acceptable solution must continue 
though harmonization of progres 
accounting matters was a very difi ul 
slow process. 


Mr Wright also expressed the high 
regard for students, who deserved ev 
encouragement for their dedication to th 
long training involved. Perhaps they VK 
impatient sometimes, but by and. larg 
he felt that their discontent was a hap: 
one, and not the sad acceptance of a 
unsatisfactory status quo. 


International Accounting 


Standards 


President calls for ‘A Positive Approach 


NFORCEMENT of the present EEC 

Commission directives on accounting 
practice would have a profoundly dam- 
aging effect on British accounting stand- 
ards, Mr Douglas Morpeth, T.D., B.COM., 
F.C.A., President of The Institute of 
Chartered Accountants in England and 
Wales, said in Newcastle last week. 
Speaking at the annual dinner of the 
Northern Society of Chartered Account- 
ants, the President said: “The accounting 
profession in this country has evolved 
without government control and with an 
economic background which has enabled 
it to develop very sophisticated and high 
standards of reporting and auditing.’ 
Our influence has been increasing and the 
need for our services expanding at a 
rapid rate. Our advice is sought by 
government on an increasing number of 
problems in financial, tax and SE 
law fields. Our accounting standards have 
gained wide support and interest not only 
in the UK, but in many countries in the 
world. 


‘In the Common. Market countri 
however, the accounting profession 
regulated; it has developed in differen 
economic climates, and. much of o 
philosophy does not apply. The lega 
profession in Europe is of far highe 
status than the accounting profession; 
and the directives being issued by thi 
Commission are drafted by lawyers. 


Proposals contradictory 

‘Many of the provisions of the fiv 
directives exposed are contradictory to ou 
development and if they become man 
datory, unchanged, will have a profour 
eitect on our accounting standards, Ws 
must therefore use, every endeavour t 
influence changes in the thinking of thi 
Commission. We must adopt a positis 
approach.’ 

Mr Morpeth argued that the account- : 
ing profession in Europe was’ much 
smaller than in Britain. In the seven: 
countries of the present EEC, including 
Denmark, the numberof persons entitled 





to.audit company accounts was about 
2,000. The corresponding figure for 
the UK was 77,000 — including 52,000 
mbers of the English Institute. 
< Moreover, the right of the British 
profession to a good hearing could be 
een by comparing size in terms of 
umbers of quoted companies. In Europe 
bere were 2,500, while in Britain alone 
ere were 3,000. The British figure for 
jarket capitalization was also greater 
han the European total. 
` "Our development for the future in 
‘Europe requires a strong accounting 
“profession in the UK and ability to 
speak with a united voice.’ Mr Morpeth 
continued. ‘Our strength is the strength 
of all our members — and we shall be 
stronger the more they participate in 
the. development of quality and excel- 































"Y RITAIN’s entry into Europe must 
inevitably mean changes for the 
ccountancy profession, Mr D. S. 
forpeth, T.D., B.COM., F.C.A., President 
f The Institute of Chartered Account- 
nts m England and Wales, told a 600- 
‘strong gathering of the South Eastern 
ociety of Chartered Accountants at 
eir annual dinner in Brighton last 
riday. 

A dynamic phase of development lay 
‘ahead*in all the profession’s spheres of 
ctivity — in education and training, in 
‘the technical and research division, in 
international relations. 

‘As we enter into the last quarter of 
the century’, said Mr Morpeth, ‘we find 
the profession stimulated and full of 
opportunity and also with many chal- 
lenges.’ 





‘orward-looking 


The accusation that we are only 
interested in the office is no longer true. 
We have become much more forward- 
oking and ready to respond to the 
demands being placed upon us by the 
_ public we set out to serve. We amply 
demonstrated this by accepting the 
responsibility for reporting on profit 
_ forecasts. 
‘We intend to retain the pattern of 
our professional standards and the quality 
and excellence of our work, combined 
< with objectivity and integrity.’ 
"Mr Morpeth thought it natural that, 











lence, and the activities directed. to 
achieving these. Participation is not all 
it should be. 

‘District societies have a vital and 
increasing role to play in encouraging such 
participation and the pursuit of quality 
and excellence.’ 


International standards 


In another part of his speech, Mr 
Morpeth spoke of the need for action to 
establish international standards of ac- 
counting. He had recently returned from 
the Tenth International Congress in 
Sydney attended by more than 6,000 
delegates and wives from more than 
50 countries. 

‘It was of great interest that out of the 
Congress there came a very cléar call 


President's Speech at Brighton Dinner 


meeting in Brighton, very close to 
Europe, they should be mindful of the 
European Economic Community which 
Britain was about to join. The six 
countries in the Community, with their 
diflerent languages and different economic 
and social backgrounds, had already had 
many years of active co-operation and 
had achieved a great deal. 

He continued: ‘We must recognize this 
and try to understand their point of 
view. Our entry must inevitably result 
in changes for us, in our future develop- 
ment and in the development of account- 
ing standards. 

"We must not automatically think 
that all «e do is right and all they do is 
wrong — that they must be prepared to 
adapt to us. We must be prepared to 
look again at our art and its relevance 
to the whole European context. 

‘Our economic system and financial 
capital market are very significant and 
sophisticated, and our accountancy pro- 
fession has grown up to meet demands 
made upon it in that context.’ 


Harmonization 
‘The profession in Europe is regulated 
by government; ours is independent, 
though we have developed a considérable 
degree of consultation on company law, 
tax and other matters with the govern- 
ment. 

“Harmonization in the enlarged Com- 
munity requires a willingness to change 





for the setting up of international ac- 


counting standards.” he said. ‘This’ 
seemed to be a comment from a very 
large number of discussion groups and 
was also called for at the heads of dele- 
gations meeting at the beginning of the 
Congress. 

‘But Congresses do not take action and ` 
it remains to be seen whether action can 
be taken and accepted by 57 countries 
which have widely differing types of 
economy, political, social and legal back- 
grounds. I believe, however, that some- 
thing needs to be done in this area.’ 

Mr. Morpeth was responding to the 


‘toast of ‘The Institute of Chartered 


Accountants in England and Wales’, 
proposed by Mr Ronald Dearing, North- 
ern Regional Director of the Department 
of Trade and Industry. 


| Dynamic Future for the Profession 


on both sides. Let us strive to ensure that. 
harmonization does not result in lowering 
of standards ~ theirs or ours — and that 
there is encouragement for the progres- 
sive development of accounting standards. 

‘However, directives already issued: 
by the EEC Commission — the. fourth: 
directive in particular — if promulgated 
unaltered would have considerable, and 
we believe detrimental, eflect on the ` 
development of accounting standards “ 
and on the accountancy profession in this ` 
country.’ 

Mr Morpeth ended with an appeal fora 
strong and united Institute, with members 
taking an active interest and the district 
societies playing a vital role. 

The Dean of Rochester, the Rt. Rev: 
Bishop. S. W. Betts, who proposed. the ` 
toast of the Institute and the accountancy 
profession, said accountants had been, 
described as ‘the priesthood of industry’ — 
and as ‘the witch-doctors of the moderno 
world’. l 

This modern world was full of sharp 
contrasts. There was materialism on one 
hand, and on the other a greater interest 
in the occult than had been known for 
many years. 

It was a world of sophistication and at 
the sate time a world of superstition in 
which ‘dial your horoscope’ had become | 
a slogan. 

The Dean wen on to express concernt 
about the world’s preoccupation with the 
idea of expansion. He was not convinced 





that continuing expansion was the way; 
there were other things besides expansion, 
and a point must be reached when there 
‘could be no further expansion. 


` The ‘technology of enough’ 


He advocated, instead, an intermediate 
“technology — what he called the ‘tech- 
‘nology of enough’. 


In a reference to the Government's 
recently instituted standstill and ‘freeze’, 
the Dean said many of us got frozen 
in our attitudes and there was need for a 
thaw — a rise in the spiritual temperature 
of the community which he said was 
‘jolly low’ at the moment. 

Mr C. F. Horton, F.c.A., of Maidstone, 
President of the South Eastern Society, 


proposing the toast of the iat saic 
that the Society was now 40 years-old 
and he welcomed the presence of 


E. O. Frank, F.c.a., the only survivi 
member of the founding committee it 
1932 and who had been President of t 
Society in 1955. 
Major-General C. Lloyd, c.B., CR. 
T.D., M.A., M.SC., responded. iE 


Looking Towards Europ 


Scottish Chartered Accountants’ Dinner in Londo 


IR PATRICK REILLY, c.c.a.c., 

O.B.E., President of the London 
Chamber of Commerce, and a former 
British Ambassador in Paris and Mos- 
cow, was the principal guest at the 55th 
annual dinner of The Association of 
Scottish Chartered Accountants in Lon- 
don held at the Savoy Hotel, on Novem- 
` ber 6th, as briefly noted in last week’s 
issue. 

Proposing the toast of The Institute of 
Chartered Accountants of Scotland, Sir 
Patrick said that the large gathering at 
the dinner was evidence of the tremen- 
„doùs vigour, strength and power of the 
Institute. 

Since he retired from the diplomatic 
service, he said, many surprising things 
had happened, not all of them agreeable, 
but most of them delightful. When he 
started work in business four years ago 
he thought he was leaving the murk 
and gloom of Whitehall and its overseas 
. outposts to enter a world that was guided 
by pure reason, without personalities 
and emotions, and where decisions were 
taken by people fully qualified to take 
them. 

‘Chartered accountants and auditors 
would not be surprised to know that he 
had lost a lot of those illusions in the last 
~ few years. 


Different concept 


He confessed himself as a convinced, 
impatient and critical supporter of British 
entry into the European Community, 
but there was unquestionably very great 
diiculty because the British concept of 
“professional training, of a profession 
managed by itself, with its own training 
and examinations and regulating body, 
was really a very strange one to the 
Continentals. 

‘They were, said Sir Patrick, used to 
‘quite a- different system of government 
control of the professions and he thought 
it was: quite natural that they should 


start to try and raise their own standards 
and to start thinking in their own way. 
He did not think there was anything 
sinister about it. ‘It was not a deliberate 
attempt to take the bread out of the 
mouths of British chartered accountants — 
British interests had been pretty force- 
fully defended in the negotiations in 
Brussels.’ 

Responding, Mr A. I. Mackenzie, 
B.A., C.A., President of The Institute of 
Chartered Accountants of Scotland, re- 
ferred to his recent visit to Hong Kong 
and Australia, and said the Institute had 
the highest proportion of its members 
overseas than any other similar body. 
In general they had made a success of 
their calling, and the contribution mem- 
bers continued to make to international 
accounting and auditing standards was 
something for which they could properly 
take credit. 


Constructive approach 


Turning to matters confronting the 
profession in the UK, in Europe and on 
the wider international scene, Mr 
Mackenzie said that in the UK the 
Institute continued to seek a constructive 
approach in their relations with the other 
accountancy bodies. 

There might be matters such as 
education where the various bodies 
could take their own line, but there were 
others where harm would be done to the 
accountancy profession if they were not 
seen by the Government and the public 
to be able to speak with one voice. He 
mentioned company law, taxation, ac- 
counting principles, and perhaps even 
more important at the present time, the 
relations in the profession in Europe. 
There was considerable co-operation 
between accountancy bodies in some of 
these fields and he looked forward to an 
increasing measure of this. 

As regards Europe, there had been in 


various draft directives issued by the 
Council of Europe, two matters 
importance: the presentation and conte 
of annual accounts and the qualificatio 
of those who wished to practise 
accountants and auditors. 

In the former, some progress had be 
made in putting the UK concept 
accounts on the true and fair view 
regards practice rights, he did not t 
he could do better than to emphasize t 
dangers recently highlighted by the Sc 
tary of the Institute (The ‘Accounta 
October rgth). 


Considerable task 


Mr Mackenzie said it was easy- to 
it would never happen. But there 
no doubt that in this particular matte 
the profession had a considerable tas 
in front of it if there were not to be sub 
stantial changes in the qualification: 
which had hitherto been thought ade 
quate in the UK. It was not easy. fo 
Europeans to understand the situatio 
of the profession in the UK. The con 
cept of chartered or similar bod 
operating with the minimum: of Gover 
ment control was something relativ. 
new to them. 
Welcoming the guests, Mr T. N 
Ritchie, rn, CA, Chairman of th 
Association, ettenided a particularly w 
welcome to Mrs Barbara Dale Gre 
M.B.E., on her recent retirement from 
position of senior assistant secretary 0 
the Scottish Institute. 
He reported a record attendance 
490, and said this was due in no smal 
measure to the Association’s indefatigabl 
secretary, Mr Robert Wood, CA? 
had served the Association for a8 yea 
The chairman ended his remarks on 
sad note by referring to the death o 
Sunday last of Mr j. T. Dowling, € a 
J-DIP.M.A. President’. of the Scottish 
Institute in 1957-58 (The Accountan 
November gth). ; 






















































Trade and Industry 


ROBABLY very few students or 
“newly-qualified accountants think of 
central government as a likely area in 
which to develop their future careers and 
indeed it is the case that the numbers of 
qualified accountants employed as such 
in the Civil Service are small as compared 
ith the numbers engaged in industry, 
ymmerce and the profession. This does 
ot mean, however, that Government 
srvice does not have a very worth-while 
reer to offer, particularly to those with a 
atural interest in the public service and 
the functioning of the Departments of 
tate and their relationship with the 
siness organizations of our own and 
ther countries. 

Before I indicate the sort of work 
hich accountants in the Civil Service do, 
‘should first explain that I am writing 
about those who are members of what is 
known as the Professional Accountant 
Class, These are people who are recruited 
specifically as accountants, who are 
required to be members of either one of 
the three Chartered bodies or of The 
Association of Certified Accountants, The 
Institute of Cost and Management Ac- 
countants or The Institute of Municipal 
‘Treasurers and Accountants, and who 
form a group of professional specialists. 
` There are, of course, people holding 
ccountancy qualifications who are em- 
loyed in other Civil Service areas, e.g., 
he Administration Group, and there is 
cope for movement by accountants out 
of the Professional Class into these more 
general areas. Indeed, this is something 
which is encouraged for those who have 
the right qualities. Nevertheless, it is 
‘probably the case that most qualified 
accountants entering the Service will 
make heit careers within their own 
pecialism, 

“The great majority of accountants in 


7 - The Civil Service 


by H. A. PARFITT, O.B.E., F.C.C.A., 
Senior Director, Accountancy Services Division, Department of 


Government departments are employed 
in professional. groups which provide a 
variety of accountancy services for their 
Departments. The two largest of such 
groups are the Directorate of Account- 
ancy Services in the Ministry'of Defence 
and my own group, the Accountancy 
Services Division of the Department of 
Trade and Industry; there are other 
somewhat smaller groups in the Inland 
Revenue, the Department of the Environ- 
ment and the Department of Education 
and Science, etc. 


Varied work 


Naturally, the duties and the nature of 
the work vary according to the functions 
of the Department, but in all cases it is 
high quality professional work of a 
varied and interesting nature. Little, if 
any, of it is concerned with what might 
be termed the ‘book-keeping’ function, 
i.e., the recording of the Departments’ 
receipts and payments for the traditional 
vote accounting, and an important part 
comprises financial and cost investigation 
arising from the ever increasing involve- 
ment of Government with the affairs of 
business in the private sector. There is 
also much work of an advisory nature 
where the professional accountant is 
called upon to advise his administrative 
colleagues on financial and accounting 
questions arising from various aspects of 
Government. policy which they are re- 
quired to formulate or carry out. 

In this area it may be that the account- 
ant would often find himself making his 
professional contribution as a member of 
a mixed-discipline team, along with 
administrators and other professionals 
such as economists, statisticians and 
lawyers. Tere are interesting and grow- 
ing opportunities too in connection with 





Mr Parfitt is senior director in charge of the 
Accountancy Services Division at the De- 
partment of Trade and Industry. After tem- ` 
porary war-time Government service and 
experience in industry and in practice, he 
joined the Board of Trade as an established 
civil servant. He has spent the greater part 
of his career in Government departments, 
having also been in the Ministry of Technology 
before the formation of his present Department ` 
in 1970. 





the Government’s financial relations with 
the nationalized industries and with com- 
panies which are wholly or partly 
Government-owned. 


‘In-house’ work 


Again, the help and advice of the 
professional accountants in the Civil 
Service is being increasingly called upon 
for ‘in-house’ work concerned with the 
review and installation of accounting | 
systems for the production of manage- 
ment and control information as a part of 
the major effort which is being made to 
extend and emphasize the concept of 
‘accountable management’ in Govern- 
ment departments. 

The variety and scope of the duties of 
the Professional Accountant Class in the 
Civil Service is well exemplified in my 
own Department, the Department of 
Trade and Industry. A good deal of the 
work is concerned. with examining and 
reporting on the financial affairs of 
industrial and other concerns for various... 
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TEWSON, FARMER, and 


IDNSSOSSAR, 
BRIDGEWATER 


beg to call special attention te the important sales of the andermen- 
tioned valuable FREEHOLD and LEASEHOLD PROPERTIES, 
wall situate, mostly let, and affording excellont investments, 


PALI-MALL.-~Valuable Crown Lease of important Ciub Pre 
mises, occupying a grand position in this aristocratic theroughfare, 
adjoining Mariborough House. Let, on Lease, at £2,000 p.a. 


SOUTHWARE-STREET.—Spacious first-class Warebouse Pre- 
mises, having a superficial area of about 4,000 feet, ocoupying a 
commanding position on the north aide of this important. thorough- 
fare, and about midway between Bluckfrisrs-coad and Migh-street. 
Borough, let on lease at £300 to Mesers. Tucker, Johnson,and Co., 
pr ntera and stationers. 


SYDENHAM —Sixteen capital Detached Residences, situate in the 
most favourite parte of the neighbourhood, close to the Crystal 
Palace grounds, and within easy distance of several railway sta- 
tions (L. B. and 8. C, Ra and Land DR.) The total gross 
annnal rental being estimated at about £1,775. For investuient 
or ocou pation... 


SURREY.—Poor Freehsld Residences, each having from three to six 
acrea of land, in a capital sitaation about 144 miles frem Godstene 
Railway. Station, close to Bilndley Heath, Together being esti- 
matod to prinose £600 pet anrum. 


CITY of LONDON. -An important Block of modern Freehold 
Office Premises, producing nearly £1.80 per annum. in the hesre 
of the City, only afew yards from ths Bank of England and the 
Btock Exchange. 


WEST KENSINGTON, FULHAM, and TWICKRNITAM.— 
herenty-thres private Kesiiences and Mhops, oecupying geod posi- 
tiena in these favourite neighbourhoods, the whole being let, and 
eatimated to oroduce a gross annual income of over £5.50, 
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purposes. Many of the concerns are 
applicants for Government financial as- 
sistance by way of loans and grants (or, 
“sometimes, shareholdings) to encourage 
industrial expansion, capital investment 
and desirable distribution of industry. 
-In such cases the accountant will be 
reporting on the history, financial posi- 
tion, prospects and viability of such 
businesses and their varied projects. 
Where businesses have received help, he 
will be reporting on their financial pro- 
gress and problems and will have an 
“important part to play in the operations 
of ‘monitoring’ the performance of, and 
managing the investments in, the many 
concerns with which the DTI is 
“associated. 


An ever-changing scene 
The accountant in the DTI might also 
find himself examining the costs incurred 
by mining companies engaged on mineral 
development schemes, or chemical com- 
panies engaged in constructing their own 
plants, to help assess what development 
grants should be paid. Again, he might be 
‘asked to look into the effects of imports 
on the sales, costs and profits of British 
producers of similar goods where those 
-producers are alleging ‘dumping’ and 
asking for the imposition of protective 
duties. 

‘In-house’ activities could include 
` giving advice on accountancy matters 
“arising from the administration or review 

of the Companies Acts and related 
legislation (including current problems 
arising from entry to the EEC) and on 
some of the problems which come up in 
connection with those nationalized in- 
dustries for which the DTI is responsible. 

Other Departments offer equally varied 
responsibilities. In the Ministry of 
Defence and the Department of the 
Environment, accountants are often re- 
quired to provide reports for the pur- 
pose of contract pricing, for which 
purpose they are called upon to examine 
and appraise the financial and costing 
systems and controls of contractors to 
assess their financial ability to carry 
through major contracts and to monitor 
costs during the progress and after the 
completion of contracts. Such contractors 
are often among the largest and most 
important companies in the aero-space, 
electronics and construction industries, 
and some of the projects with which the 
Department is concerned may be of an 
international character. 

A quite different field again arises in the 
Inland Revenue, where accountants work 
with Inspectors of Taxes in investigating 
important cases of taxation fraud. The 
range is wide, but always interesting and 
“demanding and calls for professional skill, 
an up-to-date knowledge of professional 


techniques and developments, an inquir- 
ing mind and an ability to distinguish 
essential points. 


Recruitment 


Recruitment of accountants is primarily 
a matter for the Civil Service Commission 
who will provide information and advice. 
The candidate must possess the pre- 
scribed qualifications and appear before a 
selection board. The particular experience 
looked for will vary between Depart- 
ments, but most require some post- 
qualification experience and some prefer 
experience in a professional office. 

Exceptionally there may be oppor- 
tunities for special posts on a contract 
basis, but the normal entry would be into 
the permanent (established) service in 
either the basic grade of Accountant or in 
the grade known as Senior Accountant. 
The latter is the main working grade, the 
Accountant grade being basically a 
training grade and intended primarily for 
younger entrants. Those entering that 
grade may expect to pass quickly into the 
Senior Accountant grade provided that 
they are fully efficient. Beyond the 
Senior Accountant are four higher grades, 
primarily supervisory and directing; 
promotions, strictly on merit, are made to 
these grades as vacancies occur. 

It is impossible to be specific about the 
frequency with which vacancies arise in 
the higher grades, but it can be said that 
the age-structure in those grades is 
currently such that there should be a very 
good flow of promotion vacancies in the 
next few years. 


Pay and conditions 


Salaries are believed to be generally in 
line with those paid outside the Service, 
and while the more obvious forms of 
fringe benefit which sometimes exist 
outside are not available, expense and 
subsistence allowances are adequate and 
there is, of course, a non-contributory 
pension scheme. Leave, while not as 
lavish as those outside often imagine, is 
good. A man or woman of 25 currently 
starting in the Accountant grade in 
central London would receive a salary of 
£2,476. Each grade has a salary scale 
through which the man proceeds by 
(normally) a series of annual increments. 
The central London scale for the Senior 
Accountant grade is currently £3,144 to 
£3,813 and there are, of course, higher 
scales in the higher grades. 

The top grade in the Professional 
Accountant Class is that of Senior 
Director, which currently attracts a 
salary of £8,105. As indicated earlier; 
while most entrants will probably make 
their careers within the Professional 
Class, there are opportunities for move- 


ment out of the specialism into, fo 


example, the Administration Group 
where other advancement may be 
achieved. 


Career management and training at 
subjects which today are receiving con 
siderable attention in Government de 
partments. The work and progress o 
each individual is kept under careful an 
continuous review; no opportunity H 
lost of developing a man’s abilitt 
knowledge and experience for his o 
and his Department’s benefit and peop! 
are given changes of work to widen thei 
experience and to keep them flexibl 
They come into the Service as qualifi 
accountants; the Departments do ‘ne 
therefore give them basic profession: 
training and they are expected to kee 
themselves generally up to date wit 
developments in professional matters. 


Enlightened outlook 

Training ‘on the job’ is, howeve: 
provided in the specialized techniques 0 
particular types of work and courses ar 
available on both general and profession; 
subjects of particular relevance to th 
Department’s interests. Such cow 
may be intra-mural or may be provi 
by the Department granting paid | 
and meeting fees, etc., to enable offi 
to attend courses arranged by outs 
organizations and professional bod: 
Today’s Civil Service has a broad an 
enlightened outlook in these matters ` 

is keen to encourage any officer who wa 
to help himself. 

Inevitably service in a Government. De 
partment involves working within 
framework of rules and perhaps accepting 
some restrictions. I should not want to 
give the impression, however, that suc 
service involves operating in an atmo: 
phere of red tape or niggling detail, In 
most instances the work is of a broad 
gauge nature; it provides wide scope fo 
initiative and an original approac 
Neither is the Government accountant 
cut off from his colleagues in the profes 
sion and in industry; he is indeed i 
constant touch with them, and Depart 
ments are keen to encourage such con 
tacts and the beneficial exchange ` 
ideas which flows from them. oe 

I hope that this article will have tt 
effect of interesting students and young 
qualified accountants in a career area 
which they might not otherwise have 
considered, I am convinced that for the 
accountant in the Civil Service there are 
opportunities to obtain an unusuall 
broad view of the structure and working 
of industry and commerce, as well as of 
the operation of the machinery of Govern- 
ment, and that the Service can offer a 
thoroughly worth-while and interesting 
career. 






















NEW DIRECTORS FOR 

: FOULKS LYNCH 

_ Owrnc to the continued expansion of 
_ their business resulting from the intro- 
duction of the Graduate Package Course 
and the Firms’ Training Scheme in con- 
junction with Andersons (‘Roundabout’, 
August 17th), Foulks Lynch have 
“strengthened their board by appoint- 
“ing as additional directors, Messrs A. K. 
Moir, F.c.a., R. Rider, B.8C.(ECON.), A.C.1L5., 
A.C. Ryder, M.A., A.C.A., and A. Jeffreys, 
Barrister, all of whom have been with 
the firm a number of years and are well 
Known throughout the profession. 



















INTERNATIONAL LIAISON 


No one can question the international 
utlook of ACASS. For instance, this 
as demonstrated by a third meeting in 
"London (‘Roundabout’, June 8th) be- 
‘tween members of the Association 
‘Nationale des Experts Comptables 
_ Stagiaires (ANECS) and the visit to 
“Lyons (‘Roundabout’, July 2oth), by the 
“President and Secretary of ACASS to 
attend the 25th anniversary of the 
French students’ body. 
~The signs are that before very long the 
formation of an international students’ 
group will become a reality. Apart from 
he French students, the Dutch are 
iving the ACASS proposal serious 
‘onsideration. However, success of the 
enture would be achieved more quickly 
‘the Scottish and Irish student bodies 
ere brought into the picture. In a recent 
etter to their officers, Terence Webb, 
ecretary of ACASS, points out that 
would be a ‘terrible indictment to our 
wn nationalism if we cannot join 
ogether in the UK and the Irish Republic 
“yet we can do so with continentals.’ 
considerable advantage in joining such 
group would, it seems, be the resulting 
reater cash resources, better secretarial 
apabilities and a computer facility for 
membership records. 


STUDENTS FROZEN OUT 


“THe wage freeze proposals, state the 
London CASS, have dealt a severe 
low to their three-month-old campaign 
or a minimum starting salary of £1,100 
a. A spokesman for the Society said: 
We will continue with the campaign 
a the belief that we shall be recognized 
as a case in need.’ 

“London considers that the present 
system of articles, whereby the clerk is 
“bound to the same employer under the 
‘same terms and conditions for a period 
of up to five years, acts as a depressant 
on his level of income and should be 
_abolished. The spokesman claimed: ‘With 
‘the exception of a handful of leading 
“practices, many firms are making exces- 
















































Sydney’s three universities. 


London College. 


sive profits by charging out articled 
clerks’ work to clients at a rate which 
bears no relation to the costs of employing 
those clerks.’ 


SHEFFIELD’S BUSINESS GAME 


FoLLowinc the success of last year’s 
business game, the Sheffield CASS is 
to hold another one on January 5th 
at Sorby Hall (a University hall of 
residence). The game will once again be 
conducted by members of the operational 
research team from the British Steel 
Corporation’s office at Cybor House, 
Broomhill. 

The suggested number in each team is 
four or five and the number of teams 
will be limited to ten. Members who 
wish to participate and have no office 
team may enter individually and will be 
sorted into composite teams. As an 
added incentive, the winning team will 
be invited to represent the Society 
at the ACASS national business game. 

Entries, together with a fee of 75p 
per person, should be sent to A. I. 
Martin, 1 Oak Park, Sheffield, Sto 5DE 
and must arrive not later than Monday, 
November 27th. 


CO-ORDINATION AT PRESTON 


Miss Susan MarspEN, a member of the 
committee of the Preston CASS, has 
been elected to the committee of the 
North West Society of Chartered Ac- 
countants. Her appointment as co- 
ordinator is to be welcomed in that it 
will considerably strengthen the re- 
lationship between the two societies. 


President" se Visit 
MEMBERS of the Preston CASS will have 
an opportunity on Thursday next to 
meet and put questions to the President 
of the Institute, Mr Douglas S. Morpeth, 
T.D., B.COM., F.c.A. In the light of the 
emphatic views some articled clerks 
have on specific topics affecting their 
future, the meeting can be expected. to 
be a lively one. 7 


International Congress 
on Accounting Education 


Last month’s Tenth International Congress of Accountants also provided the 
opportunity for the Third International Conference on Accounting Education 
to be held in Sydney, Australia. Chairmen and speakers from eight different 
countries — Australia, New Zealand, the USA, the UK, Japan, Canada, Mexico 
and the Philippines — led the formal sessions, which were distributed amongst 


A summary of the conference papers is presented on other pages of this 
issue. Previous conferences have been held in Illinois, USA, and at the City of 


To be held at the Imperial Hotel, 














Blackpool, members of the Society 
wishing to be assured of a place and those 
who require transport should. contact 
immediately the ‘Society’s secretary, 
Melvyn Entwistle, 10 Borough Road, 
Darwen, BB3 IPL, or any committee 
member. l 


Christmas Ball 


There has been quite a demand for 
tickets for the Society’s Christmas Ball 
due to take place on December 1st at 
the De-Tabley Arms, Ribchester, Those ` 
not wishing to miss out on the occasion 
can still obtain tickets (price £2) from 
the secretary or Peter Metcalf, c/o 
Moore & Smalley, 1A Chapel Street, 
Preston, or any committee member. 


FINANCE ACT AT BIRMINGHAM 
One-day Course 


A one-day course on the 1972 Finance 
Act is to be held for members of the 
Birmingham CASS on December rath 
at the Society’s Library commencing at 
9.30 a.m. Although designed for those 
due to take the Part I and Part II May 
and November exams, there can be no 
doubt that the course will be of con- 
siderable benefit to other members. no 
matter what stage they may have reached 
in their studies. 

To be led by Mr Ronald C. Ind, B.A., 
F.c.A., subjects will include VAT, ad- 
vance corporation tax and tax audits, 
estate duty, and capital gains os, The 
committee expresses the hope that: as 
many members as possible will take 
advantage of the course and that prin- 
cipals will give every encouragement 
for their articled clerks to attend. 

The fee for the course is £1 .(75p for 
the Society’s Branch. members) and 
should be sent to the secretary, Michael 
Fallows, -Fountain Court, Steelhouse 
Lane, Birmingham B4 6EA. Cheques 
should be made payable to the ‘Senior 
and Students Joint Lecture Committee’. 
It should be noted that no applications 
can be considered after December 8th. 









BRISTOL’S ANNUAL DINNER 
‘Tue Bristol CASS will hold their 
-annual dinner on December 6th at the 
Grand Hotel, Bristol. All members 
and guests of the Society are requested 
to book this date. Tickets are available 
from the dinner secretary, Simon Pont, 


20 Sutherland Place, Clifton, Bristol 
Da 2TX. 


 BYSTANDER’S COLUMN 
contributed 
_ Easy Access? 


Ae all the stories of people 
getting two or three credit cards 
called ‘you know what’, I remained calm. 
At least, my bank was polite enough to do 
what we auditors call a positive cir- 
‘cularization, and merely offered it as 
“another service’. And with the stories of 
` differing credit limits for married couples 
= Women’s Libbers forgive me, but the 
‘husband wage-earners had lower limits! - 
< proliferating, I thought it was probably 
time I got myself some of these plastic 
cards. 

Armed now with Barclaycard, 
American Express and, yes, the New One, 
L went shopping. Everywhere you see 

shops displaying the card acknowledge- 
‘ment symbols — and they certainly seem 
glad to let you use these cards. Yet it 
must be costing the retailers at least a 
5 per cent discount. And so, anyone 
using cash should demand a cut of this: I 
am told the demand is more effective if 
-you have cash in one hand and wave 
your card vigorously with the other. 

Even at places where cards are not 
recognized, they will let you open 
accounts. So it really seems that ‘dirty 
old lucre’ is rather old-fashioned. I can 
now realize why they chose that name 
for the new card: it admits you to an 
‘Aladdin’s Cave. But, never forget, it’s 
a Cave of Debt. 





LETTERS TO ROUNDABOUT 


ICA Policy on Education 


Str, — The article by Mr Emile Woolf 
(Roundabout’, November goth), on the 
proposed system of accreditation of col- 
leges and tuition centres by The Institute 
of Chartered Accountants in England 
and Wales will be supported by all those 
“who are responsible for the education and 
trainirig of articled clerks. 
© He must be right when be suggests that 
the future lies in the contract between 

-firms of chartered accountants and tutors 
to:cover the academic side of an articled 
clerk’s training. In this way tutors and 


principals can most happily work together 
to give that balanced education on which 
the future of the accountancy profession 
depends. 

One important point will have to be 
considered if we are to have a system of 
accreditation. The proportion of candidates 
passing the qualifying examinations must 
be increased. In the past, whilst the 
Institute’s role had been that of an 


examining body, standards have been 


maintained by keeping a pass rate of 
something about the 50 per cent. level: 
In recent examinations standards have 
been raised and the pass percentage 
reduced to about 40 per cent. 

If, however, training and education is to 
be carried out in accredited centres, these 
low pass percentages are unnecessary and 
wasteful of resources. Control of standards 
can, at least in part, be exercised through 
the accreditation system, The examining 
body’s role is then of lesser importance. In 
the short run it would not be advisable 
to raise that pass rate up to university 
graduation rates of 96 per cent or so but 
an articled clerk attending an accredited 
centre and working to the satisfaction of 
both principal and tutor should surely 
have a 75 per cent chance of success, 

The increase in the pass rate would 
simultaneously reduce both the de- 
moralizing effects of failure on a number 
of students and the pressure on tutors to 
‘cram’ which invariably comes from their 
pupils, It is not being suggested that we 


MARK GRUBBER’S NOTES 





amination front. 


examinations. 


Filling the Gap 


HE Commissioners of Customs and Excise have, in their wisdom, decided 

that private accountancy establishments are not exempt from VAT, Le: 
they are prima facie non-educational. This must have come as a bit of a shock ` 
to those in the ‘trade’ who protest that they do provide an education to the fee~ ` 
paying student. It would be naive to suggest that the VAT surcharge will cause- 
a mass outbreak of insomnia amongst tutors. There will be no contingency plans. ` 
for the Association of Independent Tutors in Accountancy to lobby Parliament 
because at this time of year their members will be so overworked on the ex- 


Another point is that the organizations providing ‘intensive tuition’ courses, ` 
one of which I am at present attending, are in a strong bull market. There is. 
plenty of growth in it yet, so an extra £20 or so is of little interest except to the 
student. But is it not true that the larger firms now have block bookings with 
tutorial establishments, so it will be the firms that pay? They are all joining the ` 
merry-go-round. And why not? There are lollipops for everyone at this fair. 

The firms delegate most of the ever increasing demands of the Institute with. 
regard to training and their clerks are given the choice of a particular course or 
no job. Thus the tutors can draw even more exciting break-even charts for their ` 
eyes only. With the demise of the Intermediate the tutors had a gap to fill; . 
however, it would appear that some have nearly filled it as the contracts with 
firms generally entail a good deal more than a six-week course before the ` 


The majority of firms have not yet become involved in this type of link. l 
But it cannot be long before they, too, will be part of the new system and, who 
knows, perhaps with the tacit approval of the Institute? 


































make qualification any easier or in any way 
lower the standards. The strictest stane 
dards should be applied to accredited 
schools. A 40 per cent pass rate at a school 
so accredited then seems foolish! 


Yours faithfully, 


R. C. IND, BA, FPGAS 
Principal, Chart Midland Tutor: 


Birmingham. 


SiR, — I am pleased to see from his artic 
that ‘the main concern of Mr Emi 
Woolf is the maintenance and raising í 
standards. Whilst I disagree that. the 
experience aspects of the ICA Policy fo 
Education and Training can in any wë 
be considered satisfactory, I complete! 
endorse his views on the need for urge! 
in the implementation of the educa 
aspects, particularly the points op m 
mum criteria, 

But here we part company for like a 
people in his position, Mr Woolf en 
visages each change as being the las 
brick in a permanent structure wherea 
I am convinced (as are many others) tha 
the present policy will not last long int 
the second half of this decade. The mot 
expeditiously the Institute introduces 
this policy, the sooner they can. begin 
develop the next. 


Yours faithfully, 


PETER PENNINGTON LEGH 
London. President, ACASS 













































At a meeting of the Council of The 
Institute of Chartered Accountants in 
England and Wales on November 7th, 
under the chairmanship of the President, 
Mr D. 8. Morpeth, T.D., B.COM., F.C.A., 
the following were among the matters 
considered. 








Directors’ special interests 


A statement on “The Personal Interests 
of Directors in the Transactions. of 
Companies’ is reproduced on other pages 
= of this issue. It will be issued with the 
next general distribution of material for 
inclusion in Section V of the Members’ 
Handbook. 

The Institute of Directors supports the 
disclosure of directors’ interests in the 
transactions of their companies and 
welcomes the Institute’s initiative in 
preparing the statement. 
















Auditing the smaller company 


statement on ‘Audit Problems of the 
Smaller Company’ is reproduced on 
other pages of this issue. It will be issued 
with the next general distribution of 
Material for inclusion as Statement U 18 
the Statements on Auditing series in 
the Members’ Handbook. 


Accountants’ International 

Study Group 

_ Mr M. R. Harris has been appointed to 
represent the Institute on the Account- 


ants’ International Study Group in the 
` place of Mr D. S, Morpeth. 








_ CAESS 

=- A-further bonus of 15 per cent has been 
— declared for the Chartered Accountants 
Employees Superannuation Scheme 
` (CAESS), based on a valuation at May 
6 31st, 1972. This compares very favourably 
with the bonus of 7} per cent ‘declared on 
the previous triennial valuation. CAESS 











provides retirement benefits for staffs 


of members in practice who bring their 
firms into the scheme. 


Notices in the press 


Changes in partnerships, including amal- 


gamations or changes of name, can now 
be publicized in the non-accountancy 
press, but notices should be confined to 
a statement of the facts whether they 
appear as free editorial or paid- ad- 
vertising. 

Previously notices in the non-account- 
ancy press were limited to announcements 
of the retirement or death of a partner, or 
the dissolution of a partnership. Pub- 
licity for changes of address or the 
opening of a new office is still forbidden 
in the non-accountancy press. A new 
statement will be issued in substitution 
for paragraphs 17 and.18 of Section E 3 of 
the Members’ Handbook} 


Application of ethical principles 
to members in commerce and 
Industry 

A statement has been approved for 
inclusion in the Members’ Handbook 
to confirm and clarify the application of 
ethical principles to members in com- 
merce and industry. 

In the opinion of the Council a member 
in commerce and industry is not, by 
reason of the fact that he is not in prac- 
tice, absolved from the duties and res- 
ponsibilities which are his as a member of 
the profession. He may owe loyalties to 
his co-directors, shareholders or em- 
ployers as does a member in practice owe 
loyalties to his partners and his clients. 
Both also owe loyalty to the profession. 

Individuals engaged in commerce or 
industry have, like everyone in every 
walk of life, a duty to conduct themselves 
honourably. 





1 Members should refer to the text of the full 


statement. Until this is issued, inquiries should ` 


be addressed to Mr D P. Hubbard, B.A., 
Under-Secretary, Investigation Committee. 


The Institute of Chartered Accountants 
in England and Wales 


Council Notes — Points of Interest from November Meeting 


A professional man engaged in com- 
merce or industry, even though his 
work is not directly. concerned: with 
work normally carried out by his pro- 
fession, is answerable for discreditable 
behaviour not only. in the ways in which 
everyone is answerable, but also to his 
colleagues in the ‘profession. The state- 
ment will be issued with the next 
general distribution of material for in- 
clusion after paragraph 7 of Section Er 
of the Members’ Handbook. 


Members present 
The following members of the Council 
attended a meeting: 


Mr D S. Morpeth, t.p., President, in he 
chair; Mr E. K. Wright, Deputy President; 
Mr K. J. Sharp, "nm. Vice-President; Messrs 


J. A. Allen, B. D. Barton, J. C. Bayley, Sir | 


Henry Benson, opp, Messrs L, H. Clark, 
D A. Clarke, R. W. Cox, S. M. Duncan, 
J. V. Eastwood, J. Forbes, E. J. Frary, 


J. W. G. Frith, A. Green, J. P. Grenside, oc 
R. Harris, © 


R. F. Griffiths, W. Hare, M. 
J. S. Heaton, A. W. John, Gnp, G. H. 
Kingsmill, S. Kitchen, Sir Ronald Leach, 
C:B.E., Messrs M. G. Lickiss, B. A. Maynard, 
W. R. McBrien, E. C. Meade, SA: 
Middleton, W. Bertram Nelson, c.B.E., 
E: J. Newman, D. G. Richards, J. D. Russell, 

C. Sayers, R. G. Slack, H. G. Smith, G. 
Fe ort Wilkes, e. Ce Taylor, A. G. 
Thomas, R. P. Tovey, A. H. Walton, D. N. 
Walton, J. Whitehead, R. CG Wilkes, opp. 
TD, S. P. Wilkins, J. C. Montgomery 
Wiliams, R. G. Wilson. 





Re-admissions to Membership 
under Clause 23 of the 
Supplemental Royal Charter 


The following re-admissions to member- 
ship have become effective: 
Roy Alfred Ashton, F.C.A., Nassau, Bahamas. 
Ernest Arthur Bowman, ¥.c.a., Lagos, 
Nigeria. 
Henry Alfred Capper, r.c.a., Johannesburg, ~~ 
Seuth Africa. : e 
Barry Prebble, a.c.a., Croydon, Surrey. 
David Alexander Turnbull, a.c.a., Holy- 
moorside, Chesterfield. 
Sinnathamby Varatharajah, A.C.A. 
Lumpur, Malaysia. 


Kuala 
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‘PROFESSIONAL NOTICES 


Batt Baker CarnaBy Deep, Chartered 
- Accountants, have opened an office at 
7 -Berthelot Street, Guernsey, in as- 
‘sociation with CarNnasy Harrower, 
(BARHAM & Co of the same address. The 
partners are: Messrs P. L. Nerip and 
"WT D Moperiy, of BALL BAKER 
CARNABY DERD, and Messrs K. J. Rowe, 
CN Rasey and R. C. Henpry, of 
` CARNABY. Harrower, BARHAM & Co. 
B. Davis & Co, Chartered Accountants, 
announce with great regret the decease 
` of Mr WILttam Rosser-James on Novem- 
ber 3rd, 1972. The firm is continuing 
under the existing style by the remaining 
` partners. 

THORNTON Baker A Co, Chartered 
Accountants, announce that they have 
moved into new premises at Fairfax 
House, Fulwood Place, Holborn, London 
WC1V 6DW -telephone o1~405 8422, 
and that both former London offices have 
been: closed. 

THORNTON and Baker, Management 
Consultants, and BurpMaN and CRANS- 
TOUN, THORNTON Baker (the Inter- 
national firm) also announce that they 
‘have both moved to Fairfax House. 


APPOINTMENTS 


Mr Brian Allen, F.c.a., previously 
managing director of Shipton Automa- 
tion, has become chairman of the com- 
pany. 

Mr D E M. Appleby, B.SC., FA. 
‘who has been finance director of The 


~~ FORC.A. 
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Boots Co for the past four years, is to 
become managing director on January 
1st, 1973. 

Mr Charles Bruce, c.a., has been 
appointed chief accountant of Walter 
Lawrence (Sawbridgeworth) Ltd. 


Mr David Clark, a.c.a., has been 
appointed assistant managing director of 
Jordan & Sons. 


Mr T..S. Corrigan, C.A., managing 
director of The Inveresk Paper Company, 
has been appointed chairman of H. J. 
Chapman & Co on the acquisition of that 
company by Inveresk. 


Mr Michael Dunbar, F.c.a., has be- 
come financial director of Howard Panton/ 


_ Warren Seymour. He was previously 


secretary of Roles & Parker. 


Mr B. E. J. Smith 


Mr M Dunbar 


Mr Brian E. J. Smith, r.c.a., has taken 
up the new appointment of group 
treasurer of Tarmac. He has been group 
accountant (Finance) for the past four 
years. 

Mr P. G. Foster, F.c.a., has been 
appointed managing director of Graham 
Wood Properties, the recently formed 
subsidiary of the Graham Wood Steel 
group. 

Mr Leslie Fletcher, p.s.c., F.c.a., has 
been appointed a director of Standard 
and Chartered Banking Group. 

Mr R. M. Green, 4.c.a., has been 
appointed group accountant of Bodycote 
Holdings. Mr Green was formerly with 
Slater Walker. 

Mr F. G. Hole, c.8.£., F.c.A., has been 
appointed a member of the Hotel and 
Catering Industry Training Board. 

Mr W. Harrison, a.c.m.a., has been 
appointed a director of Banister Walton 
& Co, wholly owned subsidiary of 
Concrete Limited. 
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Mr John K. Laurence, c.a., has been 
appointed an additional director of 
Ceycon Holdings, and has become 
chairman of the company. SE 

Mr Max Lewinsohn, A. CA. has joined 
the board of Wingate Investments ag 
financial director designate. 

Mr Tan McGregor, F.c.a., has been 
appointed financial director of Fletcher, 
Brock & Collis, the engineering sub- 
sidiary of the Halma Group. He con 
tinues as secretary of the parent company 
Halma Investments. 


Mr M. W. H. McKay, a.c.a., ha 
become group financial accountant. 
Gascoigne Gush and Dent. He wa 
previously divisional accountant.” of 
Petters; the. Diesel Division of Hawker 
Siddeley, i 


THANKSGIVING SERVICE: 
Mr S. John Pears, F.C.A. 

A Thanksgiving Service for the life of 
Mr S. John Pears, F.c.a., who wa: 
President of The Institute of Chartere 
Accountants in England and Wales i 
1960-61, will be held at St Clemen 
Danes, Strand, London WC2 on Tues 
day, November 28th at noon, 


DOUBLE TAXATION — FINLAND 


Discussions have taken place in Londo 
about the revision of the divider 

article of the double taxation agreemen 
between Finland and United Kingdom. 
Agreement was reached at official level 
and the text of a Protocol will be sub= 
mitted to Governments for approval, 


COMPANY LAW IN SCOTLAND 


The Companies (Forms) (Amendment. 
No. 4) Order 1972 comes into operation. 
on November 17th, and prescribes forms 
for use in ‘connection with the Companies 
(Floating Charges and Receivers) (Scot 
land) Act 1972. It revokes the Com- 
panies (Forms) (Amendment No 2) 
Order 1961 which prescribed forms for. 
use in connection with the Companies 
(Floating Charges) (Scotland) Act 1961 
Copies of the Order (SI 1972/1636) ar 
obtainable from HMSO, price 24p. 
The new Act makes it competent under. 
the law of Scotland for receivers ta bi 
appointed in respect of incorporated 
companies which the Court of Session 
has jurisdiction to wind up. It provides. 


















that such a receiver may be appointed 
_ by the holder of a floating charge over the 
-< company’s property, or by the court on 
the application of the holder; and it 
“sets out the powers a receiver shall have 
and the duties he shall perform. 





INLAND REVENUE 
PUBLICATIONS 


The following Inland Revenue publica- 

“tions have been revised and are now 

-< obtainable free of charge from the offices 
— of HM Inspector of Taxes: Paying Tax 

for the First Time, Reference No. IR2, 

` and Income Tax — Personal Allowances, 
` Reference No. PAL 





STOCK EXCHANGE FINANCE 
GAME 1973 


Entries are now coming in for the Stock 
Exchange, London, 1973 Finance Game 
«for schools, to be played in the 1973 
. spring term. The 1972 total of 98 con- 
testants has already been substantially 
exceeded. 

Schools are at liberty to enter more than 
one team if they so desire, and so far some 
200 entries have been received from over 
100 schools. Further details are available 
from the Public Relations Department, 

Stock Exchange, London EC2N 1HP 


(01-588 2355). 


SCOTTISH MANAGEMENT 
GAME 


` In its third year, the Scottish Manage- 
ment Game, organized by The Scotsman, 
will take competitors ‘into Europe’ and 
“also give them first-hand experience of 
` the implications and applications of VAT 
before it comes into operation in April. 
“The game, which has been devised by 
EDIT 515 and will be played on 
Systemshare’s GE 430 computer in 
“ Edinburgh, is open to companies from all 
over Britain. 

The game will give competitors an 
opportunity to condense into a few 
months the crucial first few years of 
trading within the European community; 
it will reproduce the interactions within 
groups of firms competing in the manu- 
facture and sale of consumer durables. 

-. The winning team will receive The 
` Scotsman trophy and will spend a week in 
Europe visiting major business centres 
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German Government. 

The cost of entering the Scottish 
Management Game is £30 per team and 
all entries should be in the hands of the 
Publicity Manager, The Scotsman, North 
Bridge, Edinburgh EH: 1¥T, by 
December 11th. 


TAX CONFERENCE 
The next conference to be organized by 


the Beds, Bucks and Herts Society of 


Chartered Accountants. will be held at 
The Pavilion, Hemel. Hempstead, on 
Wednesday, December 6th, from 2 p.m. 
to 5.30 p.m., when Mr J, P Hardman, 
F.C.A., will be speaking on ‘The taxation 


provisions of the Finance Act 1972 (other ` 


than VATY. 

Applications should be sent with a fee 
of £5 to reach the Secretary of the 
Society at 16 King Street, Luton LU 
2DP, by November 27th, preferably on 
a separate form for each member. 


SHEFFIELD AND DISTRICT 
SOCIETY OF CHARTERED 
ACCOUNTANTS 


An informal meeting has been arranged 
with the Association of Her .Majesty’s 
Inspectors of Taxes, Sheffield Centre, to 
take place on Wednesday, November 
22nd, at the Grosvenor House. Hotel, 
Charter Square, Sheffield, commencing 
at 6 p.m. 

The meeting will take the form of a 
mock interview between a client, account- 
ant and an inspector. 


WESTMINSTER TAX 
DISCUSSION GROUP 


The next meeting of the Westminster Tax 
Discussion Group will take place on 
Monday, November 2oth, at 6 p.m., at 
vo Belgrave Square, London DW". Mr 
Roger White, of Peat, Marwick, Mitchell 
& Co, will lead a discussion on the.cor- 
poration tax transitional provisions. 


SWANSEA SEMINAR 


The Swansea Dining Study Group of the 
South Wales and Monmouthshire Society 
of Chartered Accountants is holding a 
seminar on the Unified Tax System on 
Wednesday, January 24th, 1973, at the 
Dragon Hotel, Swansea. 


FULLER PEISER & CO 


CHARTERED SURVEYORS 


mee 


on a programme arranged by the West 








The lecturer will be Mr Michael 
Holland, F.c.a., a partner of Spicer and ` 
Pegler. Applications (£5 fee) to Mr 
Dennis Butterfield, a.c.a., Cornhill 
Chambers,” Christina Street, Swansea, 
SAr 4ER. 


ONE-DAY COURSES FOR 
ACCOUNTANTS 


Amongst courses offered by Management 
Courses Ltd for the 1972~73 season which 
are likely to prove of particular interest 
to accountants are ‘Office job evaluation 
and grading’, ‘How to set office salary 


= scales’ and ‘Impact of equal pay for office 


staff’ on November 28th, 29th and 30th 
at the Prince of Wales Hotel, London W8. 

Fees for each of these courses are £25 
per day, and participants may be eligible 
for grants from their local training board. ` 


“Details of these and other courses: are 


available from Management Courses. 
Ltd, PO Box 40, Amersham, Bucks. 


SECRETARIES’ CHRISTIAN 
FELLOWSHIP 


‘Superstition in its many forms’ will be 
the subject of a meeting of the Secretaries’ 
Christian Fellowship to be held on 
Friday, December rst, at 6.30 p.m. at 
The Evangelical Alliance Hall, rọ Dray- 
cott Place, London SW3. The meeting 
will be introduced by Mr David Wigner ` 
and Mr J. M. Barnes, a.c.1.s., F.R.S.A. 


GOLF 


The annual golf meeting of the Leeds, 

Bradford and District Society of Char- 

tered Accountants, was held at. Ilkley 

Golf Club recently, in fine dry weather. - 
The Blackburn Cup, played off handicap, 

was won by Mr J. S. Battye, and the 

Holliday Cup for the best gross score was 

won by Mr C. D. Wilcher. 

The leading scores were as follows: 


BLACKBURN CUP Points 
J. S. Battye (20) .. a .. 36 
C. Prince (11) i ss ie 35 
A. G. Smith (21) .. 2 kef “34 
A. V. Flather (4) .. a 1. 34 
J. M. Rukin (12) .. a = 34 
C. D, Wilcher (3) .. si .. 34 

Hong Cup Points. 
C D. Wilcher ke 
A. V. Flather a ae; a 
D. Duckett .. j ni DR ei 


C. Prince: =.. D de .. 28 
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Open Champion 


a stroke a hole? 


(That's the sort of handicap your clients may be giving themselves 
if they are running their businesses without factoring.) 


You consider bat an exaggeration ? 

Then you're probably thinking of factoring as it 
used to be. Before the National Westminster Bank 
established Credit Factoring Limited — and brought 
a new professionalism to the industry. 

So open your mind. if you please, and contem- 
plate the variety of invaluable services that Credit 
Factoring can provide for many of your clients... 
@ Clockwork-regular payment of all invoices at 
agreed maturity dates — or, if they want it, 
immediate payment on delivery or shipment. 

e Blue-chip advice on their customers’ credit- 
worthiness — backed by 100% guarantee against 
bad debts. 

e Administration of their sales ledgers with an 
alacrity and precision attainable only with special- 
ised computer techniques. (This alone will often 
save them more money than Credit Factoring’s 
modest charges cost them.) 

e Coping with all the V.A.T. problems that arise on 
their selling operations. 

@ A wonderful smoothing of the way in their Com- 
mon Market and other export transactions.* They 
maintain a single sterling account with Credit 
Factoring. Currency difficulties, customs duties, 
language problems, local collections ~ all the 
vagaries of foreign trade are handled for them, while 
they receive regular payments right here at home. 

Even that imposing list doesn’t cover all the 





possible advantages of factoring: For, very often, 
factoring produces an improved cash flow and 
immediate liquidity that enables businesses to 
expand without going outside for capital. Obviously 
this can be of crucial importance to rapidly ex- 
panding concerns that want to make the most of 
present opportunities. - 

Lastly, an odd, intangible, but quite significant 
spin-off from your clients using Credit Factoring is 
that their customers are pleasantly impressed. They 
appreciate the smooth efficiency brought to their 
dealings with your clients, and, like most business~ 
men, they are increasingly aware that using a factor 
speaks well for a firm's reputation and awareness of 
modern trends. 

If you think that some of your clients might 
benefit, find out more about Credit Factoring. Con- 
tact Chris Blower, Smith House, Elmwood Avenue, 
Feltham, Middlesex (telephone 01-890 1390) or 
your nearest NatWest branch manager. 

*Our subsidiary Credit Factoring International 
Ltd. has offices in Benelux, Canada, Denmark, 
Finland, France, Italy, Republic of Ireland, Sweden, 
Switzerland, U.S.A. and West Germany. Also local 
agents in all other principal world markets. 


& Credit Factoring Limited 


A member of the National Westminster Bank Group 























A new retirement plan 
for self-employed people 
from the biggest na 
in British pensions 

has got to be 
worth looking into... 











Here's your chance! 


Fill in the coupon now for your copy of L & G’s Personal ` employment, just what L & G can do for him. The best way 
Retirement Plan booklet. Written with clients in mind, it to sell a plan is to make it easily understood. And that’s 
tells the self-employed man, or the man in non-pensionable what this carefully thought-out booklet does. 


To: J. B. Craddock, Legal & General Assurance Society Ltd., 
‘Temple Court, rı Queen Victoria Street, London, Ecq. 
Tel: 01-248 9678. R 


Please send me L& G’s Personal Retirement Plan booklet. 





ADDRESS ... 


7 Legal & 


Gener 
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~ Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 





All bona fide Principals who, are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A,, Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 





-TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 
tion in which you are interested) to the Metropolitan 
College (A1), St Albans, or CALL at the London Advisory 
Office, 30 Queen Victoria Street, London EC4N 4SX 
(01-248 6874). After office hours (5 p.m. Monday—Friday) 
‘telephone messages are recorded electronically. 












LINKED PRIVATE STUDIES 

For students who wish to participate in linked oral 
and correspondence tuition, the Luton College of 
Technology and Metropolitan College now offer 
these facilities. Please write to: Metropolitan 
College for details of various courses available. 


letropolitan College, St. Albans 







‘he Association of British Correspondence Colleges. 


y the Council for the Accreditation of Correspondence Colleges. 
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Death Duty Dialogue 


G REEN Papers, to borrow a phrase from the Chancellor 
of the Exchequer last week, come in various shades; 
sometimes, when publication is little more than an attempt 
to rationalize a decision already reached by government, the 
green colour may be scarcely apparent. In Mr Barber’s words, 
Taxation of Capital on Death, reviewed in these columns 
on March 3oth, is a very light shade of green indeed. 
_ Mr Barber was speaking at the opening of a one-day 
conference, sponsored by The Institute of Chartered Ac- 
countants in England and Wales, on the theme of inherit- 
ance tax as a possible alternative to estate duty; this meeting 
is reported elsewhere in this issue. The Government, it is 
clear, is in no way committed to making such a change, and 
Treasury ministers have repeatedly declared their intention 
of pursuing the fullest consultation with interested parties, 
` Estate duty, per se, has few friends — quite apart from 
economic objections to meeting revenue expenditure from 
the proceeds of a tax on capital. Though only a small 
minority may be brought into contact with the penal and 
confiscatory rates which are still a feature of the upper 
end of the scale, it still bears to a noticeable extent on people 
who, by modern standards, could certainly not be con- 
sidered wealthy -an effect progressively exacerbated by 
inflation. Indeed, Mr John Nott, Treasury Minister of 
State, was recently driven to admit that current rates of 
estate duty, even after taking into account the 1972 Budget 
reliefs, may bear more hardly on certain estates, in real 
terms, than did those introduced in the ‘soak the rich’ 
Budget of the late Sir Stafford Cripps in 1949. It is also 
officially recognized in the Green Paper that Britain’s 
death duties, by whatever basis of measurement, are higher 
than those of most other developed countries of the world. 
An alternative to estate duty, then, may be worth serious 
consideration. Inheritance taxes are a feature of the tax 
structure in several European countries, and the logic of 
taxing heirs or legatees pro rata to what they will receive is, 


at first sight, compelling. Unfortunately, simple logic has a 











way of defying expression in a statute, and any system o 
inheritance tax capable of equitable application in al 
circumstances would inevitably be of a complexity sufficient 
to disturb very considerably the important ratio of cost of | 
collection to revenue raised. Estate duty, for all its recog 
nized shortcomings, has at least the merit of being one of th 
simplest and cheapest taxes for the Inland Revenue to 
administer and collect. 

Inheritance taxes, in principle, may be cumulative o 
non-cumulative; and it is this feature which, if last Thurs 
day’s debate may be taken as a guide, is likely to prove the 
most controversial. If it is logical — so the argument runs — 
to tax beneficiaries on what they receive rather than by ` 
reference to the total of the estate, it is also logical to tax 
more heavily the fortunate recipient of two or more legacies _ 
than the recipient of one. Since the duration of any ‘gifts 
inter vivos’ period must inevitably be arbitrary, the advo- 
cates of cumulative inheritance tax are driven to accept, as a 
natural corollary, an “accessions tax’ whose incidence would 
have regard to legacies, gifts and (perhaps) gaming winnings 
over the whole of the beneficiary’s life. It is at this point 
that logic begins to break down in favour of the practicali- 
ties of administering a tax — since the inquiries and recor 
keeping over long periods that would be required of 
Revenue officials, executors and others, under a theoretically 
perfect accessions tax, would assuredly prove self-defeating, 

Consanguinity is likely to prove a further stumbling- 
block in any review of death duties, and a considerable 
weight of opinion suggests that an exaggerated regard for 
this principle would proguce many anomalies. There is” 
surely a case for sympathetic treatment to preserve, as far 
as may be, the standard of living of the testator’s depen- 
dants — not necessarily confined to the surviving spouse ` 
and lineal issue — but the same considerations hardly ` 
apply to relatives comfortably established in middle age. 
Protection of dependants can be achieved as easily, in any 
event, by exemptions from estate duty as by any con- 











sanguinity provisions that mig t be intro uced ‘into the 
structure of this or any other tax, ooo = 

As part of the conference proceedings, we include a 
summary of two prizewinning essays sponsored by the 
English Institute’s quarterly Accounting and Business 
Research, jointly with the P. D. Leake Committee. We 








































INCE the 1880s, when Britain had ceased to be the 
workshop and factory of the world, industrialists and 
‘traders have formed trades associations as a means of 
bringing their collective views to the notice of governments. 
According to the Report of the Commission of Inquiry 
‘into Industrial and Commercial Representation headed by 
Lord Devlin which was published last week, there are now 
neatly 2,000 trade associations, many of them so small that 
‘their annual income is only a few hundred pounds a year. 
On the Continent and within the EEC, industry and 
rade are more tightly organized and, with Britain’s entry 
nto the Common Market imminent, the time is certainly 
ight for a close look at the ability of British business to 
nsure that it can make effective representations, not only 
o its own government, but also to the Commission of the 
EC. The findings of the Devlin Commission give little 
ground for confidence in this respect. 

` The Devlin Commission urges the formation of a Con- 
federation of British Business which would comprise the 
‘present CBI, the Association of British Chambers of 
Commerce and the regional chambers, the Retail Con- 
sortium and other leading trade associations. Lord 
Devlin does not see any form of combination as envisaged 
in his report as involving the loss of essential independence 
for the member organizations. The object of the new 
confederation would be to provide a forum for discussion 
:30 that both the identity of views as well as the differences 
-can be clarified and brought into the open. The only loss or 
sacrifice of independence, argues Lord Devlin, if sacrifice it 
be, is the requirement that no member of the new con- 
ederation should form its views in isolation. 

-The new Devlin Report seeks to reorganize the financial 
asis of the present CBI. At present, the major companies 
“provide about four-fifths of the CBI’s revenue — a pro- 
portion, the report recommends, that should be cut to 50 
‘per cent, the balance coming from the enlarged trade 
“associations. This enlargement would be achieved by 
squeezing the smaller members out of the CBI by requiring 
them to pay membership fees similar to those of the larger 
“companies and encouraging them to join the trade as- 
-sociitions, which would then represent their members’ 
sectional interests within the new confederation. The Devlin 
Commission would like to see such trade associations 


venture to think that not a few of our readers will find ` 
sympathy with the conclusions reached by Mr Walters — ` 
who, having commenced his paper with a predisposition fo ` 
a combined inheritance and gifts tax, ended it with a` 
caveat against the pursuit of an equitable. principle which 
may in its implementation prove spurious or evasive. 


/ho will Speak for Business? 


receiving an annual income of some £0,000; this, they 
say, would enable the associations to represent the views. 
and interests of their members effectively. 

The desirability of strengthening such bodies is self- 
evident, since few of the existing associations have sufficient 
resources to enable them to present the sort of case for ` 
government intervention or action which is likely to 
influence either the senior Civil Servants or any body of 
MPs. To prepare thorough reports based upon a sound ` 
statistical foundation and analysis in depth requires a better ` 
calibre of staff than many of the existing associations can ` 
afford. 

Rational and logical though the Devlin proposals may 
be, however, it is doubtful if they will find much support ` 
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in the jungle of sectional interests which makes up the 
current scene. For example, even as between the main 
supporters of the Devlin Commission — the CBI and the 
ABCC — there are considerable differences. The former is 
industry-oriented and highly centralized: while the ABCC 
is the titular head of numerous regional bodies, many of 
which are individually more influential and powerful than 
the central body. No doubt, the merging of CBI central 
strength with the regional influence of the Chambers has 
much to commend it in principle, but whether the in- 
dependent-minded members of local Chambers will see 
the issue in the same light is another matter. 

_ After all, it should not be forgotten that the CBI, before 
it took in the Employers’ Federation, was as the FBI a 
break-away body from the ABCC and the Chambers in 


1916. That break was due to a fundamental divergence of 
outlook which time may not entirely have bridged. More- 
over the CBI is now much concerned with wage negotiation 
matters, while the local Chambers and Retail Consortium 
are not so deeply involved in these matters. 

It is difficult to resist the conclusion that the Devlin 
Commission recommendations seriously underestimate 
the issue of personalities and differences of outlook within: 
the various organizations which they seek to fuse into one 
body. There will be no rush to implement these proposals 
until the bitter experience of unsatisfactory negotiation 
with the EEC agencies and the member-country counter 
parts shows that, while there may be a place for the Britis 
policy of muddling through, that place is not the inter 
national conference table. 





the High Court decided : 


solicitor, 


Attack on ‘Spurious’ Profitability 


PROFESSIONAL accountancy 
bodies should make changes in ac- 
counting practice, to ensure that 
shareholders were fully notified of the 
implications of any changes following 
a merger or take-over, according to 
Sir Brandon Rhys Williams (Con, 
Kensington South) in Parliament last 
week. 

Speaking in the course of an ad- 
journment debate on redundancies 
arising from company mergers, Sir 
Brandon said: ‘All too often it is said, 
and we do not know whether it is true, 
that following a take-over the new 
management has changed the ac- 
counting practice or ways of dealing 
with the pension fund, ways of 
evaluating work in progress and so on ~ 
and so has achieved a sort of spurious 
profitability, apparently as a result of 
the merger, though, in fact, simply as a 
result of changing the methods of 
handling the accounts’. 

‘Though Sir Brandon may appear to 
have a point, it is not one of which the 
profession can be unaware; nor, in- 
deed, can it be met as simply as he 
appears to think. Some indication of 
the: complexities and controversies 
surrounding a standard basis of valua- 
tion for stock and work in progress, 
for instance, was given in The 
Accountant for June 15th and July 
25th; and the very substantial volume 
of comment received in response to 
ED6 is now under close and careful 
scrutiny by the Accounting Standards 


Steering Committee, though a de- 
finitive statement of practice cannot be 
expected in the immediate future. The 
ASSC also has accounting for pension 
funds among its list of future topics 
for review, although at the moment 
other topics are felt to have a higher 
claim upon the Committee’s not un- 
limited resources. 

Reflection of changed managerial 
policies in accounts, it has been 
authoritatively pointed out, is not the 
same thing as disclosure of accounting 
policies — this now being regulated, for 
all periods subsequent to January Ist, 
1972, by SSAP 2 (The Accountant, 
November 4th, 1971); nor is it possible 
to meet the problem, in all cases, by 
adjustment of last year’s comparative 
figures. A change in the basis of stock 
valuation, arising from elimination of 
intra-group profits after a vertical 
merger, may prove relatively simple 
if only a single retail unit is involved, 
but becomes conspicuously less so in 
the case of, say, civil engineering 
contracting or one of the process 
industries. 


Defendant's Costs 
Disallowed 


HE unsuccessful defendant in 
Sanders v. Parry ({1967] 2 All ER 
803 and The Accountant, August 
31st, 1968), was not entitled to deduct 
his costs in arriving at the amount of 
his Schedule D assessment as a 


recently. 

Mr Parry, formerly employed as an 
assistant solicitor, had been involved 
in a dispute with his erstwhile em- 
ployer over the transfer of a client to- 
Mr Parry after he had commence’ 
practice on his own. He had bee 
reported to the Law Society fo 
alleged unprofessional conduct, an 
had also been obliged to defend civi 
proceedings; in the course of those. 
proceedings, he had satisfied the 
Court that he had not solicited this. 
client, but was found nevertheless to’ 
have committed a breach of the terms. 
of his contract of employment. 

Damages and costs were awardec 
against him, and he successfully con: 
tended, before the General Com 
missioners, that he was entitled to. 
deduct those costs from his tax assess 
ment, by reason of their having been 
incurred in defence of his right to 
practise as a solicitor, The Crown 
appealed. 

Giving judgment, Goff, J., said- 
that the Commissioners had | not. 
specifically found as fact the purpose ` 
for which the expenditure of these 
costs had been incurred, and must. 
have misdirected themselves in law ` 
in reaching their conclusion. Applying - 
the principles in the Tate © Lyle 
case (35 TC 377), these costs were. 
incurred by Mr Parry in protecting 
himself against a charge of unpro- 
fessional conduct and in defending a. 
claim for damages. On the authority 
of Spofforth and Prince e. Golder (26. 
TC 310) and Norman v. Golder (26 TC 
293), protecting oneself professionally 






` gie 


= was not wholly and exclusively refer- 
able to the carrying on of a practice; 
© it was for the purpose of ensuring that 
he was not precluded from doing so. 

_. It should be made clear, added the 
_ judge, that there was no evidence of 
„unprofessional conduct against Mr 
Parry, and this complaint was not 
entertained. Mr Parry offered no 
` evidence on the appeal, and the Crown 
` mm ron made no application for costs. 





























Publication of Magazine 
‘Restrained 

l PE EES by The Institute 

of Chartered Accountants in Eng- 

„land and Wales against Mr Christopher 
< Burr, A.C.A., publisher of The Young 
< Accountant, were withdrawn on agreed 
¿terms last week. The Institute had 
sought an injunction to restrain Mr 
Burr from publishing a journal to be 
ntitled The Chartered Accountant, or 
otherwise calculated or tending to 
induce the belief that such a journal 
was. authorized by or in any way 
connected with the Institute. 
Mr Burr, it was announced, had 
en an undertaking substantially in 
he terms of the order sought by the 
Institute, and had further agreed to 
¿pay the costs. This undertaking would 
‘not apply to any magazine in sub- 
stantially the same format as the July 
issue of The Young Accountant, which 
included the by-title and Chartered 
“Accountant Careers Supplement. 


_ Compensatory 
Allowance ‘Unearned’ 


HE burden of surtax falls most 
hardly on incomes deemed ‘un- 
earned’, and the investment surcharge 
_will continue to erode such incomes in 
excess of £2,000. Hence the concept 
of earned income is of continuing 
importance. 
Professional firms such as account- 
ancy practices have sought to improve 
-the lot of outgoing partners by means 
Se of arrangements whereby the in- 
- dividual concerned has been deemed 
to qualify for earned income relief in 
respect of the income which he derives 
from the firm with which he was 
formerly associated on a full-time 
basis. One such scheme came to 
_ grief in the High Court last week in 
<> Pegler v. Abell, where Mr Justice Goff 


upheld a decision by the General 
Commissioners that an allowance paid 
by Messrs Spicer and Pegler, Char- 
tered Accountants, to a partner who 
had retired prematurely by reason of a 
motor accident fell to be treated as 
unearned. 

In Peay v. Newton (49 ATC 343) 
Mr Justice Brightman had approved 
the earned income character of a short- 
term gain from re-sale of a hair- 
dressing business by reference to the 
test in McDougall v. Smith (7 TC 
134) that the object of the relief is to 
exempt from the larger scale of tax all 
those who earn profits by their own 
personal exertions, care, skill and work. 
This test was applied by Goff, J., 
and led him to decide that the source 
of the income in question did not 
fully lie in the past carrying on of Mr 
Pegler’s profession. Instead, it was 
derived from the contractual liability 
of the partners under the partnership 
deed, amplified by reference to an 
agreement whereby he became en- 
titled to supplementary advantages. 
Hence the statutory rule (now found 
in section 530 (1) (c) of the Taxes Act 
1970) was not satisfied and the income 
did not qualify as ‘earned’. 


Taxing the Lump 


ACHINERY introduced by the 
Finance Act 1971 for taxation of 
payments to self-employed building 
sub-contractors — ‘the lump’ — has not 
proved itself immune to abuse, An 
official investigation, it has been ad- 
mitted, is currently in progress into 
the illegal use of exemption certi- 
ficates granted by Inspectors of Taxes. 
Questions addressed recently to the 
Chancellor of the Exchequer by Mr 
Joel Barnett, F.c.c.a., M.P. (Lab., 
Heywood and Royton) have suggested 
not only that the exemption certificate 
procedure is being abused, but also 


that collusion may exist between | ` 


building companies and workers with 
a view to avoidance of PAYE liabili- 
ties. Sub-contractors registered as 
limited companies are not at present 
controlled by the exemption certifi- 
cate procedure — a factor freely 
blamed for the recent dramatic in- 
crease in the number of new company 
registrations — and the Inland Revenue 
is also i inquiring into this as a possible 
avenue of evasion. 


The National Fedération of Build- 


ing Trades Employers confirmed last. 
week that self-employment had been 
a feature of the industry for a number 
of years, and included many bona fide 
small tradesmen who would, of course, 
have no difficulty in meeting Oe ` 
Inland Revenue’s requirements. By 
the nature of the problem, there were 
no reliable estimates of the number of 
itinerant building workers who might- 
be evading their income tax and 
social security obligations, although 
the.total could be as high as 300,000; * 
in some trades, dependent on local ` 
circumstances, it was difficult for a 
main: contractor to get work done on 
any other basis. The growth of self- ` 
employment had been accelerated 
during the 1960s by the introduction ` 
of SET and by the shortage of skilled ` 
craftsmen in the industry — who, 
when available, were often in a 
position to dictate their own terms. 


VAT Should Not Be 
Inflationary 


CARE stories of the oema 

inflationary nature of value added ` 
tax were denounced recently by the ` 
Chancellor of the Exchequer. Speak- 
ing last week at the annual luncheon 
of the Multiple Shops Federation, ` 
Mr Anthony Barber claimed that talk 
of price rises ‘across the board’ as a» 
result of VAT was alarmist and ` 
politically motivated; it was ‘absolute ` 
nonsense’ to suggest, as some people 
had, that prices might rise by as 


much as 20 per cent. There was no ` 
reason for any particular retail price 
to rise by more than ro per cent. 

‘But what is equally important,’ the 
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_ accountants and businessmen” by E.E. Ray, 





| Value Added Tax and the 
Imputation System are already influencing 
accountants’ techniques and decisions. 


"The Institute of Chartered Accountants 
in England and Wales now presents 
Value Added Tax - a handbook for 








- B.Com., F.C.A., and F.A. Sherring, F.C.A. £1.25 post free ) 
and “Corporation Tax - the Imputation System” by L.H. Clark, F.C.A. £1.25 post free. 


Subjects covered include: 

3 Planning for VAT including cash flow 
` ZE Who must register Order Form 
` y How VAT is collected - the tax invoice 
% Accounting records and problems 
% Special cases - groups, retailers, etc. 


Please send me 


_.copy(ies) of ‘Value Added Tax - a handbook 
for accountants and businessmen’ at £1.25 each post free £ 


„copy (ies) of ‘Corporation Tax -the Imputation 
System’ at £1.25 each post free 


x The changeover period 
x Timing dividend payments 
_ ACT and “mainstream liability” 


1/We enclose remittance of £ Ee 
% Special problems of small companies 


(Cheques etc, payable to CHARTAC) 


k 


= To get your copies complete this Order Name 
Formand send it with your remittance to: 
Publications Department, The Institute of 

- Chartered Accountants in England and 
Wales, Chartered Accountants’ Hall, 
Moorgate Place, London, EC2R 6EQ. All svete i 


: : GEN 
orders must be accompanied by remittance. e 


_ The authoritative publications presented by 
The Institute of Chartered Accountants in England and Wales 


Address 


NL OO TA A LT TT A ATS ST 


È 











Financial Times. 19th. Oct. 1972 





SHIELD FACTORS have 
the realistic answer 
to your cash-flow 
problems. 


VAT will make book- 
keeping more complex. 
We relieve you of the 
burden of operating your 
sales ledger. 


SHIELD FACTORS give 
full protection against 
bad debts, including 
the VAT portion, which 
is not recoverable from 
the Inland Revenue. 


For further information or a preliminary talk 
(which creates no commitment), please contact 
the Development Manager at the address below. 


Shield Factors Ltd 


Owned by N.M-ROTHSCHILD & SONS LID. 

ANGLO-AFRICAN SHIPPING CO (SA)LTD. 

C.T. BOWRING & COLTD. 

EAGLE STAR INSURANCE CO LTD. 

INDUSTRIAL & COMMERCIAL FINANCE 

CORPORATION LIMITED 

KLEINWORT BENSON LTD. 

Plantation House, aid Lane, London ECIM 3LE Phone 01-623 3701 





“Chancellor continued, ‘is that in in- 
mumerable cases the abolition of 
«purchase tax and SET will lead to 
reductions in prices. And the house- 
¿wife should remember that, with the 
abolition of SET, the tax burden on 
food will be reduced.’ 

He stressed that VAT was not a 
cascade tax, and warned purchasers to 
‘be on the watch for any indications 
-that suppliers were not making due 
allowance for the abolition of purchase 

_ tax (a tax which he condemned as 
‘riddled with anomalies, discrimina- 
- tory and selective’) and SET next 
April. Among the advantages of VAT 
over the present system, he instanced 
the fact that VAT did not enter into 
“industrial costs to the same extent as 
„purchase tax and SET; that retailers 
would no longer have to carry a 








burden of purchase tax on their stocks; - 
and that there would no longer be a 


“forced loan’ of SET to the Exchequer. 
There would be an average credit 
period of two and a half months for 
VAT to be paid over. 
» “The whole country,’ said the 
hancellor, ‘is fed up with inflation. 
n the pay and price standstill, the 
i overnment have taken firm and 
ecisive action.” VAT, he declared, 
was a better and a fairer tax than 
either purchase tax or SET, and the 
< Government had no intention of 
postponing its introduction. 







Strong Words on 
Insider Dealing 


-PNSIDER dealing, already con- 
Idemned by Lord Shawcross on 
behalf of the City Take-over Panel 
(The Accountant, November 2nd), was 
denounced earlier this week by Sir 
“Martin Wilkinson, Chairman of the 
Stock Exchange, as an outrage to 
common decency and no better than 
stealing. Many people, he suggested, 
“found insider dealing offensive only 
when someone else was the insider; 
they were angered not because some- 
body. else had profited, but because 
they themselves had not. 

Though the Council of the Stock 
Exchange, in common with other 
responsible people in the financial 
world, did not regard it as ‘fair game’ 
for persons to make profits from 
privileged information, he doubted 





whether the matter was suitable for 
statutory regulation. He would prefer 
to see a climate of opinion established 
in which directors and officers of 
companies would be brought to a clear 
understanding of their duties and 
responsibilities, and observe standards 
of behaviour ‘as strict as those of their 
professional advisers’. 

Sir Martin was speaking to a 
luncheon meeting of members of the 
London and District Society of Char- 
tered Accountants. A full report of his 
address appears on other pages of this 
issue. . 


Questions in Parliament S 


HE Inland Revenue should cease 

issuing surtax directions to close 
companies, in order to restrain diy 
dend increases in line with the 
Counter-Inflation (Temporary Pro- 
visions) Bill, it has been suggested. 
This implication arises from a question 
to be put to the Chancellor of the 
Exchequer on Tuesday by Mr Eri 
Cockeram (Con, Bebington). 

Mr Idris Owen (Con, Stockport. 
North) is to ask when the Chancello 
will announce his decision on refo 





Irish Republic Favours Imputation 


System 


D a welcome first step towards 

dragging its fiscal system into the 
twentieth century, the Government of 
the Irish Republic has issued a 
White Paper suggesting the adoption 
of a full ‘imputation’ system of com- 
pany taxation instead of the present 
combination of income and corporation 
profits tax. No date is mentioned, and 
the paper’s avowed aim is to enable 
interested parties to submit comments 
by March 31st, 1973. 

The present system of company 
taxation has existed since the Republic 
was founded, and changes are overdue, 
not least in the context of the har- 
monization required in corporate 
systems within EEC. Companies are 
presently liable to both income tax 
at 35 per cent and CPT at 74 per cent 
on the first £2,500 (a figure which 
itself evidences the system’s antiquity) 
and 25 per cent on the balance of 
taxable income. The paper suggests 
instead a single corporation tax of 50 
per cent, with a reduced rate of 40 per 
cent for companies with profits not 
exceeding £5,000, with marginal re- 
liefs of 44-9 and 47-4 per cent for 
profits between £5,000 and £10,000. 

The basis of assessment would. be 


unchanged except that the financial 
year ending March 31st would be 


substituted for the present income tax 


year ending April sth, the possibility of - 


an ultimate change to the calendar 
year to harmonize with EEC pro- 
cedures is not excluded. As regards 
dates of payment, existing companies 


would continue as before, pending 
suitable transitional period; but new. 
companies would pay tax nine months. 
after the end of the accounting period 
a time-table which would eventually 
prevail for all concerned. : 
At dividend payment dates, tax 
equivalent to the amount by which the. 
dividend would be grossed up t 
calculate shareholders’ incomes ~ abou 
seven-thirteenths of the dividends 
would be paid over to the Rever 
This obviously would mean in effect a 
advance tax payment. 
The White Paper contains a wealth 
of important financial information, 
including the results of a widë survey. 
by the Revenue Commissioners ‘of all 
companies in the Republic, small or- 
large, private or public, in terms of 
turnover, profitability, and capital 
structure. The years examined, 1956 
and. 1967, are regrettably remote, but 
the information given is illuminating. 
In 1967, for example, 25 per cent 
of Oe Bez industrial and service» 
companies in the Republic incurred 
losses. Most of these were close 


‘companies (where up to five people 


control over 50 per cent of the shares) 
and these comprise 79 per cent in” 


numbers and 37 per cent in profits of 
the total. These distributed average ` 
` dividends of 22 per cent compared with 


the 47 per cent for non-close com: 
panies in 1967, and the paper com 


‘ments on their policy of conserving ` 


funds, not always appropriately, for. 
future development : 











of estate duty while Mr William 
Hamilton (Lab, West Fife) seeks to 
discover Mr Barber’s plans for taxing, 
‘heavily for preference, the ‘unearned 
gains of land speculators’. 

Among many questions on VAT, 
Mr Dick Douglas (Lab, Clackmannan 
‘and East Stirlingshire) is asking for a 
‘progress statement on the develop- 

ment of suitable schemes for retail 
operations at the introduction of VAT 
next April. 


Excise Duties in Europe 


i pRO ORALE have been put for- 

ward over the past year by the 
EEC Commission to harmonize the 
duty structures on oil, tobacco and 
alcoholic drinks. A new CBI publica- 
tion, Excise Duties — UK and the EEC, 
“analyses the existing indirect tax 








systems of EEC countries and the 
United Kingdom, including excise 
duties and the effects of harmonizing 
excise duties on the UK tax structure, 
and provides for the first time an 
analysis of the tax systems and pro- 
posed changes in comparable terms 
from country to country. 

It is not possible to give any firm 
prediction of final structures or rates, 
but it is likely that there would be 
major changes in the pattern of in- 
direct taxation in the UE should 
these proposals be adopted in their 
present form. 

In general, the Six have extensive 
turnover taxes on goods and services, 
combined with much lower rates of 
excise duty than in the UK. For 
instance, the weighted. average basic 
rate for alcohol in EEC member states 
is about {5-11 per proof gallon, 






; compared with the UK basic rate of 


£18-8s. If the UK were to adopt a 
comparable rate, reductions in yield 

would be of the order of £250 million 
for spirits, Zoo million for wines and 

£380 million for beer (based on figures 

for 1971~72). ae 

Harmonization of excise duty rates 

would mean a lowering of UK rates, 
which are at present the highest in 

Europe. In order to compensate for the 

revenue forgone, the CBI anticipates 

a probable increase in VAT, where the. 
rate of Io per cent proposed under 

existing UK legislation would be the 

lowest in Europe. A double adjustment. 
of this kind would move the UK fiscal” 
system towards the pattern operated 
by the present members of EEC, in 
accordance with the commitment to: 
harmonize indirect taxes contained in 

article 99 of the Treaty of Rome. 









THIS IS MY LIFE 


A Choice of Evils 


by An Industrious Accountant 


VERY second November or so, the personnel director 
summons me to discuss what he jocosely alludes to in 
-advance as ‘a rather special personal problem’. In simpler 
phrase, he wants me to nominate my chosen successor. 

Prinny rather enjoys this type of exercise. He tends to 
remark in his more relaxed moments that he can read a 
man like a book (‘we learned to handle chaps the hard 
oway in my destroyer, you know; no room for egghead 
¿philosophy in Torpedo Alley’) and he enjoys character 
analysis. That’s why he dresses the scene appropriately. 

e His glacial private secretary brings in coffee and choco- 
_ late biscuits simultaneously with my arrival and is warned — 
practically on pain of dismissal, if not death — that no 
interruptions can be tolerated. The phone must be 
temporarily disconnected. Then he fusses round with the 
cups and chuckles that he can’t eat biscuits because he’s 
- watching his weight (he takes one absent-mindedly, later 
on) and settles down to a bout of soul-searching. 
This time, however, he was more serious; none of this ‘if 
you should be knocked down by a bus tomorrow, perish 
the thought of course, old boy,’ but a blunt question 
instead. Which? 

The problem is that the podgy departmental accountant 
is a non-starter, and the internal auditor is unfortunately in 
poor health. That leaves either the financial accountant or 
Costs. 








The FA is young, eager, and very able. His performance. 
has improved enormously over the last year and he brings’ 
forward his tougher problems with a brisk camaraderie as. 
befits a good team member. Being without guile, he 
inclines to assume honesty in all those he deals with, ` 
whereas we war-torn veterans have a broad cynical streak. 
He'll probably acquire a similar one ultimately, which will 
be a pity. 

Costs is equally able. He’s a shrewd long-legged character 
with a blunt downright style. He calls a spade a so-and-so. 
shovel and knows his work inside out. He runs his section 
efficiently, tells a rattling good story, no bluer than is 
necessary, and should go far. He sees the worst first in 
people ... and as a colleague I don’t quite trust him. 

Prinny leaned forward at this stage and jabbed a finger 
at me. Subjective hostility based on sub-conscious jealousy, 
he declared, both possibly due to an unrecognized fear of 
potential competition. He’d been reading that new book 
about aggressive rivalry in apes over their rights of pre- 
cedence, the pecking order and the tribal leaders. .. . 

I interrupted to explain that all too often Costs kept his 
trap shut on principle, covering up instead of being. frank 
with the team. He’d announced ‘All in order, everything 
under control’ when I knew that beid had a fierce row with | 
the engineer over allocation of overheads to new construc- 
tion, and that young Dick was complaining bitterly over not 
getting his promised rotation. He never recommends his 
chaps for training courses, being disinclined to raise up 
rivals. Besides, he’s secretly instructed his subordinates 
to report back to him details of any discussions they may 
have with me — no, never mind how I know, but this ‘Big ` 
Brother Watching’ approach is just a shade too smart. 

Prinny grinned appreciatively at this recital and said ` 
“The old question, smart knave or honest fool?’ and we got 
involved in a long but inconclusive argument about ethics 
in business. 
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The Abuse of Insider Trading 


An address by Sir Martin Wilkinson, Chairman of the Stock Exchange, London, 
at a luncheon meeting on Wednesday of the London and District Society of 


TE Stock Exchange provides custom for your pro- 
_ F fession, and in so doing relies greatly on your expertise 
as practitioners, in two quite different fields. First the 
Stock Exchange Council, and indeed the members at 
large, regard it as of high importance that its member 
firms should not only be honest but also that their financial 
soundness should as far as possible be ensured and demon- 
strable. The difficulty is to determine how this can be 
established beyond doubt without exposing their financial 
affairs not only to their clients and the public, but also to 
their competitors among whom must be numbered the 
members of the Stock Exchange Council themselves in 
their individual capacity. 

The difficulty is met by the Stock Exchange Council to a 
large measure delegating the detailed supervision of 
member firms’ solvency and financial affairs to members of 
your profession, through, firstly, the firms’ own independent 
‘auditor, and secondly, one of the two ‘exchange account- 
ants’ to whom firms’ auditors report. Only if things appear 
to be amiss to them do the Council of the Stock Exchange 
‘come into the matter as, indeed, they must if the situation 
is such as to require instructions to be given to a member 
firm or disciplinary action to be taken. 


Early warning system 


By these means we are able to ensure as far as is prac- 
tically possible, that member firms are financially sound. 
In any event we aim with our rules and your help to 
‘provide an early warning system to prevent any sub- 
stantial damage being done either to the market or to the 
firm’s clients, and we are able to preserve a decent mini- 
mum of exposure of what are, after all, for the most part 
the affairs of private partnerships. 

This we were able to do by the fact that your profession 
and the Council of your Institute were able and willing 
first to advise us as to the form and content desirable for 
brokers’ accounts; secondly, to assist us by instructing 
‘your members how to deal with what is after all a some- 
what specialized field of accounting practice, and finally 
by providing us with a guarantee, that the job we asked 
“you to do has been covered by all the standards laid down. 
_ The role you play in assisting the Stock Exchange 
Council in its supervision of Stock Exchange members’ 
‘accounts and of their financial soundness is, of course, 
closely akin to that you play on behalf of the whole com- 
munity in supervising the affairs of companies and, more 
particularly, quoted companies. 
` You do not need me to describe to you your duties and 
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= We, in the Stock Exchange, may be faced with similar 






Chartered Accountants. 





Sir Martin Wilkinson 





















functions in this respect, the responsibilities you accept 
and the professional standards you observe in carrying 
them out. Let me emphasize, however, that your un 
challenged standing depends on your continuing to: set 
and uphold your own standards. Ss tee 
Let me draw attention, too, to the indignation expres: 
by your Institute early in the summer when you becar 
aware that you might not be consulted about proposals 
for company law emanating from Brussels. Did it occur 
to you that in many countries, among them some of our 
EEC partners-to-be, no right-minded government would 
dream of consulting the accountancy profession as the 
constituted, on matters of company law reform? E 


Preserving standards 


‘That matters should stand very differently in Britain today 
is a cause for legitimate pride; they will remain so in the future 
only if the profession continues to be vigilant in developing 
new standards and codes of practice and is punctilious i 

enforcing their observance. Harmonization ~ such a 
currently fashionable word now that the Community 
is being enlarged after ten years of inactivity — must be 
upwards, and not downwards to an average level of 

standards, R 
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problems; like you, we are self-governing, and it is the 
_ profession itself that sets its own standards of behaviour 
and sees to their enforcement. In this we are unique in the 
.. world or nearly so. We, too, are conscious that if our self- 
regulation is found to be defective our autonomy will be 
` questioned and legislation will be demanded to correct 
our defects. 

~ Like you, therefore, we have an interest in preserving 
our standards and our reputation, not only because of our 
pride in our autonomy, but because we genuinely believe 
-that we have the ability and the effective authority to do a 
` better job than could be done by external official super- 
vision and at far less cost both in terms of resources and 
loss of efficiency. 


































Self-regulation 


An example of self-regulation is in the working of the 
‘Take-over Panel. This body has no legal status, yet it 
enjoys the full support of the financial community and 
the public. Those summoned to attend do so, and submit 
to cross-examination. On occasions the Panel’s findings 
which are published differ little from the verdict of a court, 
and penalties are imposed and accepted. This is the out- 
` ward face of the Panel, but the vast majority of its work is 
advisory and consultative. As fresh problems arise they 
can be dealt with speedily, and any defect in the rules or 
their interpretation can be made good almost overnight. 

` The only alternative to self-regulation is the imposition 
of a legislative code such as is now often advocated as the 
only means to stamp out the abuse of ‘insider trading’. 
This is basically an attempt to impose a system of morality 
on all those active within the market. 

One problem of course, is that ideas of what does or 
does not constitute proper behaviour are not by any means 
universally accepted. Lord Longford, in a different con- 
text, proposes as a test of what is or what is not acceptable 
` that it does (or does not) ‘outrage contemporary standards 
of decency and humanity accepted by the public at large’. 
One problem about the financial morality of ‘insider 
trading’, I suspect, is that a large part of the public is 
outraged not because others have profited, but because 
» they, themselves, have not. Insider trading is offensive 
only when someone else is the insider. The newspapers, too, 
- present an odd picture when the City editor inveighs in his 
“column against financial immorality, while in the next 
column there appears an advertisement for a service to 
provide inside information, and over the page the editorial 
pages retail opinions, hunches and rumours of all sorts. 


Degree of vagueness 
‘There also seems to be a considerable degree of vagueness 
about who, in any given circumstance, is an insider and 
what constitutes inside information. Such ambiguities 
` mag be acceptable in a general debate about financial 
ethics, but they are of little help in defining a satisfactory 
code for enforcement of proper behaviour either by law 
or by an independent regulatory authority such as my 
Council. Let me then attempt to define what we regard 
as unacceptable. 

First, let me say that the Council, in common with all 
other responsible people in the financial world, does not 





Sie it as fair game for privileged persons to make seon 
from their possession of privileged information. Save. for 
the problem of determining in any particular case who bas 
suffered a loss so that the insider can make a profit, I 
would characterize ‘insider trading’ as no better than 
stealing. 


Shares difficult to trace 


In practice, it is not easy to establish who has sufferéd 
because the insider has profited, as almost all Stock 
Exchange bargains are done with a jobber and it may not 
be possible to trace the shares through to another share- 
holder. Can you have a theft when you cannot say from 
whom the money has been stolen? 

I think a more fruitful definition would be to start 
from the premise that the directors of a company have a 
fiduciary responsibility to the shareholder and that abuse 
of this position for private gain is a clear breach of that 
duty. Similarly, the officers of a company are the servants. 
of the shareholders and as such have a duty to their 
employers. 

This principle again can be extended to those who act 
as professional advisers to a company whether solicitors, 
auditors, bankers or brokers. Each of these acts for the 
company under a contract of service, express or implied, 
and surely that must include the term that the professional 
adviser should not divulge confidential information, nor 
make use of it for private gain. Few, I think, would disagree 
that any director, official or professional adviser, who, 
because of his employment, receives confidential infor- 
mation, is acting improperly if he divulges it or uses it for 
personal gain. 

I may say that in hardly any of the investigations which 
my Council has conducted into dealings, have any serious. 
malpractices been disclosed and in no case do I recall a 
professional adviser being implicated. l 


Value of statutory sanctions doubted 


Bearing in mind how few cases have come to the Council’s 
knowledge of genuine malpractice by insiders, even. in. 
those cases where the press and others were convinced that 
abuses had been flagrantly committed, I frankly doubt the 
value of statutory sanctions against such practices. True, 
a Court could cross-question those members of the public 
who dealt, which the Council cannot do; and as Lord 
Shawcross has said, to make insider dealings a criminal 
offence would help create the right climate of opinion,’ 
My own suspicion, however, is that prosecutions would be 
few and far between, and fewer still would succeed. 

A better solution surely is to bring home to all those 
concerned with the management and administration of 
companies, a clear understanding of their duties and 
responsibilities so as to ensure that directors and officers 
of companies observe standards of behaviour as strict as 
those of their professional advisers, and understand. the 
importance of absolute security of price sensitive infor- 
mation. 

We must persuade the public at large to regard as an 
outrage to common decency what we ourselves regard 
as outrageous and not merely demand that the law i impots 
our standards on others. 
































Nothing Certain but Death - and Taxes. 


Inheritance Tax Debate at Chartered Accountants’ Hall 


HE Government is not committed in any way to a change 

from the present system of estate duty. The Chancellor of 
the Exchequer, the Rt Hon. Anthony Barber, T.D., M.P., who 
delivered the opening address at last Thursday’s conference 
of The Institute of Chartered Accountants in England and 
"Wales on ‘Inheritance Tax’, said: 

"The Green Paper [Cmnd 4930, The Accountant, March 
30th] is intended to stimulate the widest and fullest public 
discussion of the subject as a whole. Not until we have carefully 
considered the comments which you and others put to us will we 
take any decision on what changes to make ard how far they 
should go.’ 

Welcoming the Chancellor to the rostrum, the President of 
the Institute, Mr D. S. Morpeth, T.D., B.COM., F.c.A., described 
the public debating of proposed radical tax changes as ‘a most 
important change in government philosophy’, Such a change 
had been strongly advocated by the accounting bodies in their 
campaign for tax simplification. He was critical of certain 
aspects of the present system of estate duty, ar. d called for ‘a 
well-thought-out tax, at reasonable and fair rates, so that 
anomalies — so far as is ever possible — are minimized from the 
start’. 


The Chancellor speaks 


-In the course of his address, the Chancellor said: 

‘I have seen it suggested that we are only canvassing a possible 
change to an inheritance tax because we are going into the 
Common Market and all the Common Market countries have 
inheritance taxes. That is not the case. 
There is no requirement at present 
for us to harmonize our death duty 
system with those in force in the EEC. 
We should simply bear in mind that, 
in the long-term, it could become 
increasingly difficult to subject some- 
one who dies in the United Kingdom 
to a significantly different death duty 
régime from someone who dies in 
another EEC country. 

‘Under the present law it makes no 
difference how many people an estate 
goes to. Under an inheritance tax the 
more beneficiaries there are, the lower 
the amount of tax paid. Under an 
inheritance tax, therefore, there is a 
built-in incentive to distribute your 
estate among several beneficiaries 

rather than to leave it all to one 

person. It can be argued that this 
would, therefore, encourage the spread 
of ownership of property and so lead 
to a fairer society. 

‘Whether or not it is thought likely 
that a change to an inheritance tax 
system would have significant eco- 
nomic and social effects, one advantage 
of a change is that it would be very 


The Chancellor of the Exchequer, the Rt Hon. 
Conference. The chairman is Mr D. S. Morpeth, T.D., B.Com., F.C.A., President of the Institute. 





much easier to vary the rate of tax by reference to the relationship 
of the inheritor with the deceased — so that, for example, a close 
relative would pay less duty on a legacy of given size than would 
a more distant relative or a stranger. 

‘Most people, I think, would agree that some groups of 
people — most obviously widows — are in an especially deserving 
position; but not everyone would agree that in all circumstances 
it would be fairer for a legacy to, say, a son to bear a less heavy 
rate of tax than a legacy to a nephew ~ e.g., in the situation where 
a man chooses to leave his money to poor but distant relatio 
rather than to his own family, because for some reason.the 
family are already well provided for. This is one of the questions 
which I think goes right to the heart of what you will be dis» 
cussing teday. 

‘Obviously, if an inheritance tax were to be substituted for 
estate duty, the scale of rates to be adopted would be a matter 
for the Chancellor of the day — and I do not intend in any way 
to tie either my own hands or those of my successors. But itis 
clear that if we were to introduce an inheritance tax charged at 
the current rates of estate duty the yield would be reduced, 
because in many cases an estate would be divided up into 
several separate inheritances. I think that I ought, therefore, 
to point out, to anyone who favours the change simply becaus 
it might well result in lower rates of duty overall, that a lowerin; 
of the tax burden could be achieved just as easily if we were 
to keep the present estate duty system with lower rates. 

‘The primary question, then, which you will be considerin 
now and on which we in government will at the end of the day 





Anthony Barber, delivering his address to the 









be taking a decision, is this: Given the weaknesses of the present 
estate duty system, would an inheritance tax be in principle a 
`. better alternative; or should we concentrate on adjusting the 
__ existing system to take account of the criticisms that are made?’ 


Problems of inheritance tax 


«Mr W. H. B. Johnson, a member of the Board of Inland 
Revenue, asked whether it was fairer to tax the dead on property 
which they had enjoyed up to the moment of death, or to tax 
` beneficiaries on what they would receive. There was a good 
argument for graduating a tax, the burden of which would be 
borne by the beneficiaries, by reference to their financial cir- 
cumstances, or at least to their inheritances. 

> The present estate duty was one of the cheapest taxes for the 
Inland Revenue to administer, and any change to inheritance 
tax would need to be evaluated both on this basis and in terms 
` of the additional burdens which might fall on executors and 
‘their agents — particularly in working out the tax on a number 
‘of different assessments instead of one. Discretionary trusts were 
a particular problem; the proposals in the Green Paper might 
“seem arbitrary, even draconian, but in his view the Revenue 
would be adequately protected only if the same tax was levied 
as upon the capital of a non-discretionary trust. Inheritance and 
“trust laws in the UK were different from those of some Con- 
tinental countries which were already operating inheritance 
taxes. 

Amongst transitional problems, Mr Johnson mentioned the 
number of testators who might wish to alter existing wills if 
inheritance tax became a fact, and the prospective flood of 
applications to the Courts for variation of settlements. He 
nevertheless called on the audience to avoid ‘preferring the 
‘estate duty devil you know’; even if an interitance tax was 
‘likely to be more complicated in some ways, there were others 
“in which it could lead to greater simplicity. 


























Economic background 


Professor C. T. Sandford, M.a.(ECON.), examined the case for 
death duty reform from an international and historical stand- 
point; by an almost Freudian slip, the transcript of his address 
twice referred to introduction of the present UK estate duty in 
‘1984’! He thought that modern political philosophy would 
accept the basis of death duties as predominantly redistributive, 
and in this respect there was a stronger case for inheritance tax 
than for estate duty. It was large inheritances, rather than large 
‘estates as such, which perpetuated inequality, and a graduated 
«inheritance tax would provide some positive inducement to 
diffusion of wealth. 

He thought that a general gift tax was a logical and in- 
-escapable accompaniment to inheritance tax. The clawback 
period for gifts inter vivos had been introduced as three months 
in 1881, and thereafter progressively increased to the present 
Seven years; surely the most logical step was to make the period 
“infinite. Other countries had gift taxes which were more or less 
integrated with their death duty systems, and he thought this a 
“surprising omission from the Green Paper. 

Further, although the Green Paper tended to dismiss lifetime 
-accumulation as administratively impracticable, fiscal history 
was full of examples of ‘impracticable’ measures which had 
been adopted. He saw convincing arguments for an integrated 
cumulative inheritance and gift tax — an ‘accessions tax’ — with 
a minimum of consanguinity provisions. 

The underlying philosophy of death duties was attacked by Mr 
Bruce Sutherland, F.c.a., whose advice to estate planners in the 
light of the Green Paper was to "do ae you would have done 
anyway, only rather more quickly’. The yield of estate duty 
could not have been a convincing argument to successive 


governments, and he concluded that is was retained only ` 
because it was not considered. ‘politically possible’ to do other- 
wise. UK death duties, he claimed, had actively contributed to 
the flight of capital from the UK since 1945. 

He illustrated the distinction between graduated and pro- 
portional rates of tax, and thought it illogical that legatees should 
be subjected (under any form of death duty) to graduated 
taxation, and pools winners to proportional taxation. A 30 per 
cent tax on all gifts, whether inter vivos or on death, with a 
de minimis provision and reduced rates within a family, should 
have a yield not far short of the present estate duty and would 
not be too difficult to administer. Failing this, his own prefer- 
ence would be for the amendment of estate duty by halving the 
rates and doubling the steps, even though this would probably 
prove the ruin of his own practice! 


Panel discussion 


Mr Sutherland’s paper was followed by a panel discussion 
which yielded qualified approval for the possibility of an 
inheritance tax — though in some cases the qualifications were 
noticeably heavier than others. Mr Biddle, in particular, de- 
clared that whilst he would accept the administrative burdens of 
an inheritance tax if there were corresponding advantages, he 
could see none; he preferred a simplified estate duty in 30, 60 
and 75 per cent ‘slices’, with extension of the ‘surviving spouse’ 
exemption to linear descendants and total exemption from duty 
on the death of the first spouse. 

Mr Johnson thought that inheritance tax might prove to be a 
fairer tax, but he admitted that everyone had doubts on the 
administrative side. ‘Excessive’ concern with fairness was 
attacked by Mr Sutherland, who pointed out that any tax was 
certain to displease; taxation must have regard to its economic 
consequences, and the temptation to evasion increased with the 
burden. He would accept a proportionate non-aggregable 
inheritance tax together with a gift tax at low rates as ‘politically 
acceptable and economically sound’. 

On the other hand, Professor C. W. N. Miles, M.A., F.R.L.€.8., 
rather favoured leaving things as they were. Being particularly. 
concerned with the problems of agriculture, forestry and landed 
estates generally, he called for a very careful consideration of 
assets likely to be subjected to any form of capital taxation, 
remembering that they would not all be aflected in the same 
way. Professor Sandford thought that inheritance tax was both 
feasible and equitable, and that the administrative aspect 
should be considered with an open mind, ee) Re 


Final address 


Mr Dick Taverne, Q.c., the last speaker, thought that the 
justification for any tax on death must obviously be redis- 
tributive. Inequa ity of wealth was not a self-evident good, and 
was more pronounced in the UK than in other ceveloped 
countries; this he attributed to the effects of inheritance, and 
argued that inherited wealth aroused more resentmei.t- among 
those less fortunate than did earned differences of wealth. 

Inheritance tax, in his view, would necessarily lead also to a 
gifts tax; at the present time, estate duty could be substantially 
avoided by gifts, and penal rates of estate duty had achieved 
little significant redistribution of wealth. Special concessions to 
a surviving spouse and dependent children were obviously 
reasonable, but wider extension of the principle of consanguinity 
was inimical to the whole purpose of death duties. He doubted, 
in any event, whether prospective testators would guide their 
lives by reference to a tax which they would not themselves be 
called upon to bear. > 

It must be recognized that substitution. of inheritance tax for 
estate duty would be a major upheaval, and he did not think 
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looking for higher 
net income with 
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Capital Growth? 


The Allied Hambro 
Extra IncomePlan 


offers the choice of between 4% and 8% per annum: 
after income tax on an equity investment. 

For example: The following table shows how. an 
withdrawal rate (4% paid half-yearly) would have affec 
an investment of £5,000 in the Allied Capita! Trust made 
on 1st January 1958. 
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New York this winter. 

We'll fly you over on one of our 747s, Put 
you up in one of the best hotels in New York 
(you have a choice of three), You'll have a 
single or double room with your own private 
bath. We take you sightseeing. And then 
after a week we fly you back again. 

The all-inclusive tour prices start from EU? 

‘even that’s a saving of about 30% on the 
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normal economy airfare available for a one- 
week tour. The rest is on us. (Prices based 
on 7/8- day winter group inclusive tour fares 
effective Nov Jet to Dec.14th, 1972,and Jan.Sth 
to Mar. 3lst,1973 for groups of 10 passengers. 
You don't have to form a group yourself. 
Your travel agent or Pan Am will do it.) 

So, if that sounds like a nice thing to do, 
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for our brochure for full details, 
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it should be attempted without a reasonable likelihood that it 
would produce results. 
Though The Institute of Chartered Accountants in England 
-and Wales is, of course, a strictly non-political body, members 
“responded enthusiastically to the wish of Mr E K. Wright, 
MA, F.C.A.. Deputy President, that Mr Taverne should ‘receive 
his deserts’ at the forthcoming Lincoln by-election. 


Prize-winning Essays 


Te coincide with last week’s conference on inheritance tax, 

the P. D. Leake Committee published the prize-winning 
entries in its essay competition on this subject (The Accountant, 

` August 24th), The first prize of £250 has been awarded to 
Me R. M. Walters, M.A., A.C.A., for his paper ‘An Inheritance 
Tax in the United Kingdom’ and the second prize, of £50, 
to Mr R. W. Maas, a.c.a., for ‘In Defence of Estate Duty’. 

As prime desiderata for a tax on death, Mr Walters recommends 
that it should not interfere unduly with the administration of the 
estate; that it should not unwarrantably distort the wishes of the 
deceased in disposal of his property; and that it should not 
cause avoidable hardship or distress to the bereaved family. 

. Justification for the present estate duty as an instrument of 
social justice, having regard to widespread antipathy to in- 
‘herited wealth, he finds to be ‘fairly widely accepted by all but 
“the most right wing of commentators’. 

An inheritance tax, in contrast to the demonstrated effects of 
estate duty, may tend to favour the dispersal of estates by 
testators. This effect, however, should not be exaggerated, as 
‘Most testators intend to benefit a fairly limited circle in any 

vevent. Further, if inheritance tax is to yield revenue comparable 

` to that of estate duty, the rates will have to be substantially in- 
creased or exemptions reduced (since dispersal of an estate to two 

_ or more persons will give rise to the same number of exemptions, 
and also bring each further down the percentage scale). If the 
ideal of an inheritance tax is to encourage the dispersal of estates, 
-it will be a measure of its success if the revenue completely 
disappears! 

If inheritance tax is to succeed as an instrument of social 
equality, it will not be a very high revenue-raiser, and — since 
its administration would be prospectively more complex than 

that of estate duty — will have a relatively high collection cost. It 
should be recognized as a tax introduced for social reasons. 

Of the three possibilities in the Green Paper, Mr Walters 
views ‘Variant II’ (graduation cumulatively with previous 
inheritances) most favourably. ‘Variant I’ (non-cumulative 

graduation) though administratively the simplest and also that 
already in use in other EEC countries, treats the recipient of two 
or more small legacies more favourably than the recipient of a 
single legacy of the same total amount, and would present 
obvious avoidance opportunities in the form of reciprocal wills 
by brothers and other relatives, leaving part of their estates to 
each, other's children. 


Consanguinity 
He reserves his strongest condemnation for the consanguinity 
principle, which he attacks as ‘one which can be rejected on any 
“logical grounds’. The possibility of an unlooked-for windfall 
by a stranger in blood to the testator he dismisses as ‘very rare’, 
“since where such persons are preferred to the testator’s own 
relatives, a reason can usually be found, such as long and 
devoted service. He also makes the point that estate duty is 
‘neutral in its effect upon freedom of testamentary disposition, 
and suggests that inheritance tax should ideally observe the same 

standard. 

Whilst few would dispute the desirability of maintaining the 
standard of living of a bereaved wife and infant children, this 
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may be met by generous exemptions rather than by adoptin 
the consanguinity principle. Where, as in the majority of cases, 
the testator intends to provide for his immediate family: in 
preference to others, no incentives are required; but ‘in cases 
where the testator dislikes his wife and family ... what amounts 
to a fiscal fine will not prevent him from leaving his estate else 
where, since the fine will not fall on himself, and to save it wil 
only benefit the same wife and family whom he dislikes’. ; 
Other objections to the consanguinity principle are that it i 
no measure of ability to pay, and creates anomalies as between 
say, a well-off son, an improverished niece and the daughter 
an old friend. Again, to quote an example from the Gre 
Paper, if the testator settles property on his sister for life wi 
remainder to her son, does the remainderman inherit fro 
uncle or from his mother? si 
Though Mr Walters confesses to having begun his pi 
‘with a fairly strong bias in favour of an inheritance tax combi 
with a gifts tax’, his conclusions are far less conclusive. The log 
of taxing the heir rather than the testator he finds compelling 
but the application of the principle is by no means simple, 
the schemes which approach most closely to complete equity 
are administratively impracticable. BE 
‘We should only accept the [Green Paper] proposals’ | 
argues, ‘if well-founded benefits are seen to accrue, other th 
the following of an equitable principle which may in its im 
plementation prove spurious or evasive.’ 


Estate duty 


Mr Maas, in his paper, finds that the seemingly formidable 
criticisms of estate duty to be found in paragraphs 23 to 
the Green Paper are directed at matters peculiar to the UK 
present system, and are less than conclusive in their applic 
to estate duties generally. Administration of a cumul 
inheritance tax over even a ten-year term, let alone for life, 
he finds ‘clearly horrific’ ~ though far from impossible in 
prospect, given the Treasury’s propensity for introducin 
complex anti-avoidance measures into every new tax. A cumula- 
tive inheritance tax adds to the basic illogicality of taxing: one 
particular form of capital accretion the further illogicality o 
aggregating unrelated benefactions; and receipt of a legacy some 
years ago is no guarantee of ability to pay an enhanced rate of 
inheritance tax on a subsequent legacy. S 

At least 200 extra staff, it is estimated, would be required by 
the Estate Duty Office to administer an inheritance tax in 
comparison with the present estate duty, not to mention the 
extra burdens likely to fall on accountants, solicitors and banks, 
If details of all inheritances over the past ten years or longer are 
to be required before probate can be granted, the delays would 
be appalling, and beneficiaries would seem to forfeit all right 
to privacy in their financial affairs. Taking these and other 
complications into account, Mr Maas finds that estate duty 
approaches more nearly to perfection than would an inheritance 
tax ~ the solution to whose problems would be ‘either extremely 
expensive in terms of administrative effort, or unjust if ` 
pragmatic approach is adopted’. ts 

‘It must be admitted’ according to Mr Maas ‘that such a tax. 
[i.e., inheritance tax] would be likely to achieve its aim as an 
anti-avoidance device. Its operation is so capricious and th 
charge so erratic that to predict its effect with sufficient ace 
curacy to take evasive action will be about as simple as getting 
eight score-draws on the treble chance. On second thoughts 
bearing in mind the nation’s apparently irresistible urge to give 
thousands of pounds to Littlewoods, Vernons and their col 
leagues, perhaps this might be the sort of tax we deserve’! 

The full texts of the prize-winning essays are being published 
in Accounting and Business Research, issued quarterly by the 
English Institute; Mr Walters’s paper in the Autumn 1972 
issue, and that by Mr Maas in the Winter 1972 issue. 
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and Wales. 


NDER United Kingdom legislation a company is granted 
\..4 the opportunity of eternal life. Although provision is made 
for its liquidation ae 3 means of protection to those who have 
taken interests but have not acquired proprietary rights in the 
venture, the return of subscribers’ capital is forbidden except 
in prescribed circumstances. T'he merchant venturers of today 
ean, therefore, if successful, repeat their ventures interminably 
without being required to return or maintain the subscribers’ 
capital, but they are required to give a periodic account of their 
Stewardship. 
Traditionally such accounts, in the form of financial state- 
ments based on historical costs, have been designed to show 
subscribers, their successors, managers and others how funds, 
including retained profits, have been utilized and the results 
‘derived from such use. They are founded on the generally 
understood rule that profit results from the matching of revenues 
and expenses and that unrealized costs of whatever kind are 
‘deferred from one accounting period to another until realized or 
abandoned. The statement of resources, comprising these 
eferred costs together with net money assets or liabilities, does 
not, therefore, purport to represent the current worth of these 
resources. 












-Criticisms of financial statements 


` In the United Kingdom there has been a growing body of 
> criticism of the way in which financial statements are prepared 
‘and of the continued adherence to historical costs. Much of this 
bas stemmed from what the press might choose to call ‘financial 
scandal’ and from the more recent acceleration in the rate of 
inflation. The present disenchantment is not a problem peculiar 
to the United Kingdom and ze well summarized by Howard 
Ross in his book, Financial Statements - a Crusade for Current 
Values, as: Dé ` 
(a) lack of comparability in periodic statements and in those 
of similar corporations; 
> (b) failure of financial statements to show the real position; 
and i 
(c) failure to disclose essential information. 
— It is probably fair to say that (e) is being continuously over- 
= come by better standards of disclosure; there is still much to be 
done but it is a continuing process. As to (a) it may be argued 
_ that the needs of comparability between similar corporations are 
best served by the development and subsequent establishment 
of generally accepted accounting principles in the context of 














In common with the generality of. papers prepared for the Congress, 

including that of Mr E E. Bleasdale reproduced in the issue of 

November 2nd this paper was perforce written over a year ago. It is 
.. nevertheless of considerable interest as a commentary on what is perhaps 
the most vexed problem now facing the profession. © 





< The- substance of one of the six papers on this subject prepared for the recent Tenth 

` International Congress of Accountants in Sydney. Mr Brown was admitted to partnership in 
Price, Waterhouse & Co, London, in 1966, having joined that firm in 1958. He is a member 
of the Articled Clerks’ Committee of The Institute of Chartered Accountants in England 


historical cost accounting, while the needs relating to periodic | 
statements raise fundamental issues referred to below. In the 
past there has not been much in the way of orderly development 
of principles; these have been evolved in a way which can, and. 
frequently does, offer too many variations of treatment of | 
important transactions to afford even a broad degree of com- 
parability. So far little real progress has been made by the 
accounting profession generally in solving this problem but 
efforts are now being made by The Institute of Chartered. 
Accountants in England and Wales in association with the 
Irish and Scottish Institutes through the Accounting Standards 
Steering Committee; its purpose is to endeavour to draw up 
better guidelines for financial reporting — still, however, on a ` 
historical cost basis. 

Finally, there remains what is perhaps the most important 
problem of showing the real position (b). The accountant’s and 
the economist’s views of financial statements differ and although 
the former may regard the latter’s financial concepts as those of a 
heretic the fact remains that an appreciation of economic 
factors is essential if the widely diverse users of financial 
statements are to obtain full benefit from their use. Inflation is 
probably one of the most important of these factors, particularly 
in the United Kingdom where it has only begun to become 
apparent to financial statement users in the last few years. 


Inflation and the accounting profession's attitude ` 


In the United Kingdom the annual rate of inflation for the ten ` 
years up to 1968 averaged about 3 per cent; since then it has — 
neatly trebled. Even during the post-war years of relatively ` 
modest inflation, reservations were being voiced on the useful- 
ness. of accounts based on historical costs in an inflationary 
environment. The United Kingdom accounting profession has 
commented on the problem from time to time; in 1949 and 
again in 1952 the English Institute recognized the shortcomings 
of historical costs and of the tendency for businesses to become — 
under-capitalized in periods of rising prices but recommended 
the continuance of historical cost accounting. However, in 1952.. 
in recognition of the effects of inflation it also suggested that ` 
amounts might be set aside to reserves as appropriations of 
profits. SE EE Re 
The English Institute has not commented again since 1952 ` 
but in 1968 its Research Foundation published a paper on 
‘Accounting for Stewardship in a Period of Inflation’, which set | 
out the mechanics of converting historical costs to. current 
costs, by means of price indices, and their presentation in 
financial statements. The subje been included in the- 
programme of the Accounting Standards Steering Committee, = 
which, although it has not yet reported, seems likely to follow — 





















the broad guidelines discussed in the Research Foundation 


paper. 


_Limitations of financial statements based on 
historical costs in an inflationary environment 


-In the days of modest inflation, efforts to reflect the depreciation 
in value of the domestic currency in financial statements were 
‘probably dismissed on the grounds that the effect from year to 
“year was not material, and, therefore, it was doubtful as to 
‘whether the value of the information warranted the expense and 
trouble of ascertaining it. Nevertheless, erosion has been 
‘significant and the following limitations in our present con- 
‘ventions must be faced: SCH 


(oi Profits are measured by reference to out-of-date costs and 

are inflated by merely holding non-money assets during a 

` period of rising prices while the loss from holding money 
‘assets is not recognized. 


(b) No account is required from management of their success 
or otherwise in conserving the real wealth of the under- 
taking or of their assessment of the profits to be retained 
in the business. 


(c) The amounts attributed to deferred costs, or fixed assets, 
in the statement of resources are likely to be increasingly 
remote from their cost of replacement. 


(d} The measurement of the return on the investment — 
whether by management or the public — is distorted 
because the resources employed are not valued con- 
temporaneously with the return. 


‘The more serious consequences of these shortcomings may be 
the misallocation of resources, the rejection of projects which 
may be commercially sound but which offer a prospective 
rate of return lower than the inflated rate currently enjoyed, 
the unrealistic pricing of products and the dilution of earnings 
by the increase in number or rights of participators necessitated 
by past distributions of real wealth, 

Although many voices of protestation have been raised over the 
years, one may well ask what practical progress has been achieved 
in the United Kingdom — as in many other parts of the world, 
precious little. Such few steps as have been taken tend to be 
restricted entirely to depreciation of fixed assets on a replace- 
ment cost basis. 


Current value — an acceptable alternative ? 


Although the minimal measures so. far adopted in practice to 
recognize the limitations of historical cost accounting in a 
period of decline in the purchasing power of the domestic 
currency may go some way towards protecting the earning 
capacity of the business, they hardly introduce a new concept 
of measurement of profit. The same might be said of other 
isolated policies, such as the LIFO basis of inventory valuation, 
which have similar objectives. They might offer some pro- 
tection to a business against the ravages of inflation but, in- 
dividually, they compound profit ‘related to historical cost and 
that related to current or replacement cost. Accepting that 
hitherto it has probably been better to do something rather 
than nothing, it is perhaps time to consider a different concept 
‘of profit; does, therefore, the current-value basis of accounting 
offer an acceptable alternative? 

` Most users of financial statements, for whatever purpose, tend 
to regard the income statement as more important than the 
balance sheet. While it is essential for the income statement to 
‘be as ‘meaningful’ as possible it cannot be dealt with in isolation. 
Balance sheet values must inevitably be written off against 
income and if those.values have not been arrived at on a proper 
basis then it is dificult to maintain that the income statement is 
satisfactory. The current-value method, therefore, seeks to 


RE 
overcome this problem by expressing charges for the con- 
sumption of assets in current cost and not in terms of the 
monetary cost of the assets consumed. 

Current value may be taken as either the realizable values of the 
assets or the current cost of replacing existing facilities although ` 
the two definitions are not mutually exclusive. The assessment 
of the realizable value of certain assets is relatively. straight- 
forward although even in the case of finished inventories selling ` 
prices might depend largely on the judgement of future markets, 
perhaps by the subjective assessment of factors which have 
not been tested in practice. , 

The real problem relates to the valuation of other assets of a 
fixed or long-term nature; the natural assumption is that the 
concern remains in business and, consequently, excepti 
special circumstances a valuation should not be made on a 
break-up basis. If the concern is profitable the assets will be 
valued as an integral part of the business in which they are 
employed — the density of traffic carried by railway lines would 
be of greater significance in determining their value as a profit- 
able operation than the prices ruling in the ferrous. metals 
market. This being so, how is the correlating factor to be assesses 
between income expectancy and value? In the conduct. of a 
business one would expect enlightened management:to evaluate 
major projects in terms of discounted net cash: flow. But in 
making such an assessment there are elements of uncertainty 
inherent in the discount rate and in forecast income, A valuation: 
on this basis would, therefore, be the result of a subjectiv 
assessment of future profitability. While such valuations 
assets are undoubtedly a feature of good business managemen 
they cannot be regarded as an objective appraisal of net worth; 
for this reason they do not provide an acceptable measure of the 
gain that would flow therefrom and in addition they disregare 
the important non-transaction aspects of profit determination 
Here, therefore, we find ourselves faced with the economis' 
concept of profit. See 





Current cost 


Debate as to the relative merits of the current-cost concept o 
accounting and that based on historical costs adjusted by: an 
index to current price levels has been carried on almost since 
the problems of inflation were first recognized. Its divisive 
effect may be responsible for the lack of response by business. 
men and accountants to the need for financial statements which 
compare income contemporaneously with capital employed. 
There is some degree of similarity in the result of applying. 
either method as the profit shown. when prices are rising would 
be less than that disclosed by accounts based on historical 
costs. In this context the two methods are not in conflict but it 
might be claimed that those who engage in the debate fail to’ 
appreciate the deeper philosophy of the current-cost concept 
Accounting under this basis has as its primary objective a ne 
definition of profit - perhaps a more refined concept than that: 
generally understood. It is not directly. concerned with the- 
preservation of the wealth of the business in terms of constan 
purchasing power nor does it seek to measure the effect of Am 
decline in money values on cash, accounts receivable and similar 
money assets. The rise or fall in the general price level is en- 
tirely incidental to its basic philosophy. : 
Current-cost accounting is concerned with individual price 
changes relative to the business in which it is employed: It aims 
to evaluate the consequences of managerial decisions in a 
narrower and more precise context than that in which trading. 
results are normally accepted. The method postulates that 
holding gains or losses are outside the purview of management: 
in its consideration of trading policy unless a deliberate.decision 
is taken to enter into long or short trading positions, Thus, the 
operating gain or loss is immediately recognized on realization — 
and the success or failure of managerial decisions can be judged. . 














on their merits, unfettered by extraneous factors which were 
not contemplated when the decisions were taken. > 
Similarly, by arriving at depreciation charges for the utiliza- 
tion of plant and other fixed assets by relation to the cost of 
operating new and technologically developed assets, recognition 
is given to management’s decision to retain its existing assets. 
` The current-cost concept of profit may be regarded as too 
narrowly defined to apply to large sections of industry. rrocure- 
ment and sale are largely continuously recurring events; the 
facts of business life usually are that inventories must be held 
throughout production cycles although it might have been more 
or less profitable to have bought or made at another time, and 
customers must generally be supplied at their time of choosing. 


` How abnormal inventory levels are distinguished from normal 


throughout daily business life must largely be a matter of 
. individual determination. Moreover, selling prices often do not 
respond immediately to changes in costs in a competitive in- 
dustry so that adherence to accepted inventory norms may 
nevertheless give rise to different levels of prop. All of this 
may lead to doubts as to the objectivity of the system but, on 
the other hand, even under our present conventions it might be 
argued that not all factors are capable of objective assessment. 

The continuous availability of current costs would also be a 
matter of some disiculty. The revision of standard costs, where 
used, is usually undertaken each year and, in a complex manu- 
facturing business or one with a multiplicity ot products, 
represents a Herculean task. Such businesses would fud it 
impracticable to cope with a continuous up-dating of costs 
except on an index basis. ; 

In the same way that integrated forms of standard costing have 
been developed, so also should it be possible for satistactory 
methods to be devised to cope with the problems of changes in 
and accounting for current costs. Much of the argument, 
therefore, about this basis of accounting is not concerucd with 
principles but with its subjectivity and methods of application. 


` Price-level accounting 


Itis perhaps for the reasons referred to in the previous paragraph 
that the somewhat crude index method. of adjusting accounts 
based on historical costs has so far been more widely advocated 
_as.a method of dealing with the problem of continuous intiation. 
But the method cannot be represented as either a new basis of 
accounting or as providing a new concept of profit. 

The index method has much in its favour, it adheres to a 
concept of profit that is generally understood but at the same 
time attempts to measure the holding gains through a period of 
price increases. If capable of general application, it provides the 
most objective yardstick yet devised for comparing profitability 
within particular industries. The disnculty in this case les in 
the choice of a suitable index. It is argued that price-level 
accounting must reflect a general change in the purchasing 
power of the currency if it is to be an effective interpreter of 
historical costs. Yet it is in this respect that it meets its strongest 
resistance. Obviously, the manufacturer of silk fabrics will be 
more concerned with factors pertaining to his industry than 
with the settlements made under the latest round of wage 
negotiations in the brickmaking industry. Despite the criticisms 
of the narrow and sometimes inapplicable basis of the general 
index it must be recognized that inflation is a world-wide 
-phenomenon and few concerns are immune from its ettects. 
Consequently, the silk manufacturer will be affected by prices 
in the brickmaking industry when he needs to extend his 
factory and, therefore, indirectly, is subjected to the general 
impact of inflation. 

On the other hand, despite the problem of their subjective 
nature, the development of individual indices would have 
advantages. There seems to be no reason why future experience 
in their application should not allay the subjectivity fears of 


accountants and at the same time their adoption would take. 
us one stage nearer the concept of current-value accounting. 


Taxation effects of a change 


The adoption of current-value or price-level accounting would 
raise legal, economic and social issues, not least of which is that 
of taxation. The 1955 Royal Commission on taxation reform», 
stated that ‘the fall in the purchasing power of money is common 
to the trader and other taxpayers’ and ‘to depart from the historic 
cost basis for traders is to give preferential treatment to a 
particular class of taxpayer’. On the face of it this is a discourag- 
ing statement but if business does not change the basis on which. 
financial statements are prepared, why should the Revenue 
change its basis for assessing taxes?; only by general acceptance 
will such a change be forced on the Revenue. The effect of such 
a change will be a redistribution of the over-all tax liability on a 
fairer basis and no doubt it would not be too dirlicult to arrive 
at a basis of adjustment for individuals, 


Practical measures 


It is hoped that the accountancy profession will now adopt a 
firmer stand in their recommendations for changes in the 
historical cost basis of accounting. But on the other hand unless 
the businessman is similarly motivated there seems little prospect 
of progress. In so far as changes in financial statements are 
accepted so also should those changes be reflected in information 
given in connection with public issues of capital or floatations 
through recognized stock exchanges. The incorporation of such 
requirements in stock exchange regulations could, therefore, 
provide the first forward step of recognition, as history has 
shown that legislation rarely takes a lead in innovation. 

The future aim should be towards current-value accounting 
but it must be accepted that there will be di.nculties relating to 
the mechanics of the system and to the question of subjectivity. 
To obtain maximum benefit, a concern will probably have to 
integrate current costs into their basic accounting system, but in 
many businesses the expense of doing this will not be thought 
justifiable — after all, how many concerns now operate integrated 
standard cost systems? In other cases it will be necessary from 
time to time to apply the principles of current value as a con- 
version exercise, which will also be di..cult. Undoubtedly, 
therefore, further study into these difficulties must be under- 
taken through the combined eftorts of the accounting profession, 
academics, management and users of financial statements 
generally. 

As a practical interim measure, therefore, price-level ac- 
counting, based on a general index, should be adopted, coupled 
with further study into the development of individual indices 
and the possibility of recognizing aspects of technological 
innovation.. The steps towards the objectives in the previous 
paragraph might be as follows although, hopefully, (c) could 
soon be reached. 

(a) Limited financial information on a price-level basis 

should be given in conjunction with financial statements. 

(6) The type of information in (a) should be shown within the 
financial statements and a charge should be made against 
income (computed on a historical cost basis) to recognize 
inflation. 

(c) Financial statements should be presented on a price-level 
or current-value basis in conjunction with historical cost 
financial statements which incorporated the charge 
referred to in (b). 

(d) Price-level or current-value financial statements should be 
adopted which include a description of the basis adopted 
and such supplementary conventional information as may 
be necessary. 

(c) Finally, current-value financial statements alone should be 
recognized, 





LETTER FROM AMERICA 


SEC's Impact 
Stronger Than Ever 


From Our New York Correspondent 


NY hope that the Securities and Exchange Commission 
would prove more docile under its new chairman, 
Mr William J. Casey (The Accountant, April 1st, 1971), 
“has been rudely shattered recently by a number of tough 
statements and recommendations emanating from the 
regulatory body with most direct power over company 
accounting practices. The SEC’s stronger line will affect 
the shape of 1972 annual reports ~ work on which is 
already well advanced, because of the American system of 
very early reporting. It has also led to painful changes in 
some of the quarterly reports already issued. 
The shape of things to come was outlined by Mr Casey 
in an important speech before the Financial Executives 
Institute in Las Vegas last month, Spurred on, perhaps, by 
the hothouse, gamey atmosphere of that gambling resort, 
be spoke harshly of the dangers of earnings manipulation 
and of figures that may be ‘contrived or gimmicked up’. 
“While admitting that the rules of the accounting profession 
were becoming more effective in eliminating these dangers, 
Mr Casey and other SEC officials have left no doubt that 
fuller disclosure will, if necessary, be ensured by the issue 
of more stringent regulations. 


Alternative policies 
One of the problems that has been troubling the SEC as 
well as the profession is the wide choice of accounting 
policies available to the reporting company, and the 
difficulty for the shareholder in understanding the implica- 
tions of the choice made. On this point, Mr Casey an- 
nounced that he was moving in the direction of requiring 
companies to explain their policies in important questions, 
such as the expensing or capitalizing of research or 
petroleum exploration outlays. As mentioned in this 
column on June rst, only 26 of the 600 companies included 
in the latest survey of the American Institute devote a 
-separate comment to this question. ` 
Lack of disclosure in this and other areas is usually 

“defended on the ground that the decisions made have no 

material effect on earnings. In this connection, Mr Casey 

made the important proviso that materiality should be 
_ judged in relation to changes in earnings rather than to 

total earnings. 

The delicacy of this distinction was underlined recently, 
when McCulloch Oil Corporation, a West Coast conglom- 


erate, reported that its third-quarter earnings would show 


a decline from last year’s figure. The reason given was that 
the American Institute’s real estate committee has been 
considering a change whereby profits on wholesale building- 
land transactions (one of McCulloch’s many and varied 
activities) would only be recognized after 20 per cent of | 
the purchase price has been collected — as against the ro 
per cent criterion previously used by the company. The f 
result of this change was that a ten-year record of un 
interrupted growth was broken, causing a sharp drop in the 
price of the company’s shares. 
A much more startling example of the complexity of 
instalment-sales accounting has been provided by the 
collapse of Stirling Homex, the pre-fab housing company 
that two Canadian brothers set up five years ago and 
nursed into a stock-market marvel with shares at one time 
selling at more than $50 each (compared with their prese t 
price of about 25 cents). After the company went bankrupt 
in July this year, it became clear that one of the mair 
problems had been the policy of recognizing the sale of 
pre-fab once it was assembled — but before it was delivere 
and erected on the intended site. Thousands of these pre 
fabs are still stored in open fields, where they are now 
awaiting the auctioneer’s hammer. : 


Change of auditors 

The Stirling Homex story is made even harder to unrave 
because of the company’s decision, early last year, to change 
from a regional firm of accountants to one of the Big Eight 
To avoid such complications in the future, the SEC has 
already required that changes of auditors be disclosed an 
explained in the so-called 8-K monthly reports of significan 
corporate developments. Some companies, it seems, h 
been observing the letter rather than the spirit of the. 
ruling, and that tougher requirements may be in the offing 
the SEC’s chief accountant, Mr John C. Burton, had 
meanwhile warned: ‘I wouldn’t advise anybody to try. to 
get by on a narrow interpretation.’ 

Another highly-charged area into which the SEC i 
prodding is the disparity between earnings as reported t 
shareholders and as reported to the tax authorities. Differ 
ences between the two sets of figures have been giving rise. 
to much ill-informed criticism of company Teportin; 
practices, and it could be that, by requiring companies to. 
list the differences, the SEC could help to clear up some 
misunderstandings. 

Earnings forecasts, at present given much more. sparingly 
in America than in Britain, are also under intensive study 
by the SEC. In keeping with his efforts to create a ‘surprise 
free’ environment for shareholders, Mr Casey has indicate 
that he sees a strong case for the issuing of forecasts. Grea’ 
interest was, therefore, stirred up by the announcem 
that public hearings on this subject would begin ` 
November 20th. The outcome could be the removal of t 
present ban on earnings. forecasts in formal company 
documents — and a corresponding ‘broadening: of the 
responsibilities of the profession. 








1 - Belgium 


by TERENCE WEBB, with Arthur Andersen & Co 


With the prospective enlargement of the EEC to nine members. expansion of a business 
will increasingly mean expansion within Europe. Jr is therefore necessary to have a 

` General appreciation of the tax situation in each of the EEC member countries. 

. This outline of the Belgian corporate tax system and those that will follow on other EEC 
countries are not intended to be used as the bases for specific actions. It is hoped that the 
information they contain, being as up to date as possible, will nevertheless help to pinpoint 


areas of concern and difficulty. 


{DELGIAN company tax is assessed for the calendar 

year, and the basis period is the company’s accounting 
` year ending in the year. However, if the company’s 
accounting year coincides with the calendar year-end, the 
basis of assessment is the preceding accounting year. 





















“Residence 


Resident companies are those with their domicile and 
_ effective management in Belgium; this means those com- 
panies that are registered and either managed and con- 
trolled, or with their principal place of business in Belgium. 
` Buch companies are taxed on their world-wide income 

If world-wide income includes foreign dividends, then 
uch net dividends are subject to a 10 per cent tax on 
receipt. Ninety-five per cent of all net dividends, domestic 
and foreign source, are exempt from the company income 
_ tax but this is reduced to go per cent for a portfolio holding 
` company. 
_ Net foreign trading income is taxed at 25 per cent of the 
normal rate, and a 15 per cent tax credit is given against 
; Belgian tax on foreign interest and royalties taxed abroad. 
Non-resident companies are those with their main 
establishments, registered offices, effective management 
or head offices outside Belgium. They are therefore taxed 
only on their Belgian source income. 


Rates of tax 


-The rates of tax on a resident company’s income are 30 per 
cent on distributed profits; and on undistributed profits, 
25 per cent on the first 1,000,000 Belgian francs, 50 per cent 
on the next 250,000, 30 per cent on the next 3,750,000 
and 35 per cent thereafter. If taxable income exceeds 
_3,000,c00 Frs, there is a 10 per cent surcharge on the basic 
tax payable. 

_. For 1972 there is a further 10 per cent surcharge, but 
_ -these surcharges are limited to 20 per cent of the excess 
` income over Frs 3,000,000. There is also a municipal 
surcharge of 6 per cent of the 30 per cent national income 
— tax. CG 

Non-resident companies pay 35 per cent on their profits, 
with a ro per cent surcharge where the profits exceed 
` Frs 3,000,000. They also pay a municipal surcharge of 





6 per cent on the 35 per cent national income tax. For 1972, 
they also suffer the further to per cent surcharge. 

Tax has to be prepaid during the year, on pain of sur- 
charges on the total tax payable: 3-75 per cent if not paid in 
the first nine months of the accounting year or 7-5 per cent 
by the end of the year; any underpayment is surcharged at 
15 per cent. Maximum tax rates are 38 per cent on dis- 
tributed and 44 per cent on retained profits. : 


Taxable income 


Taxable income is computed according to certain defined 
rules, Stock has to be valued at the lower of cost or market 
value; LIFO and base stock methods are not permitted. 
Salaries paid to executive directors are deductible only to 
the extent they exceed amounts paid to inactive directors. 

Interest is allowed only up to Belgian Bank rate plus. 
3 per cent; where bank rate is less than 6 per cent, the 
maximum allowed rate is 9 per cent a year. Interest paid by 
a Belgian branch to its head office is not deductible; nor, 
in the absence of a specific tax treaty provision, is a share of 
management expenses charged by head office to its Belgian 
branch allowed. ee 

Provision for bad debts cannot exceed 5 per cent of © 
profits in a tax year; other reserves to be tax-free must not 
exceed 7-5 per cent of the highest profit in the preceding 
five tax years, Recognized charitable donations are allowed ` 
up to 10 per cent of total income with an overall maximum 
of Frs 10,000,000; there is no carry-forward of excess 
donations. los 

Companies incorporated between January 1st, 1967, an 
December 31st, 1970, and those who increased their capital- 
in that period may be able to deduct from their taxable 
income a sum equal to the dividend paid on the cash 
subscribed, up to a maximum of 5 per cent of the new 
capital. 





Capital gains 

Belgian law allows assets to be revalued, and any resulting 

surplus to be credited in the accounts as profit. If this is 

done, the unrealized increases are taxed at normal rates. 
Capital gains are taxed at full company income tax rates — 

if made on tangible assets held for less than five years. 
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Personal Pension 


an 





-A new plan tailored 
to tomorrows needs 


_ The new Save and Prosper Personal 
Pension Plan provides a complete 
personal pension scheme for the self- 
employed. The Plan now offers greater 
tax advantages and greater flexibility 
than ever before. 


It has six important advantages: 


Two new tax-exempt funds. The planholder can link 

1 his Plan to either. Through the Save and Prosper 
Property Pension Fund his pension can be built up 
through an investment in property, and through the 
Save and Prosper Equity Pension Fund it can be 
built up in stocks and shares. Since both these funds 
are completely tax exempt all investment 
accumulation is entirely tax free. 


the amount and frequency of his contributions and 
the fund to which they are linked and can invest any 
amount up to £1,500 a year or 15% of his net 
relevant earnings, whichever is the less. 


2 Contributions are flexible. The planholder can vary 


S & P Services Limited, 


122-138 Leadenhall Street, London EC3P 3HX. 


Personal Pension Plan 


Please send me further details of the 


new Save and Prosper Personal Pension Plan. 


Address 


l Name 





Full tax relief on contributions. All allowable 
contributions qualify for full income tax and surtax 
relief. 


a fixed pension, or one that is linked to the value of 
the units in his Plan so that it has an opportunity of ` 
growth in the future. 


5 Protection for dependants. The Plan provides 


4 A choice of pensions. The planholder can take either 


automatic protection for dependants, should the 
planholder die before retirement, and allows 
provision to be made for them after retirement. 


A tax-free lump sum. The Plan allows a tax-free 
lump sum to be taken at the beginning of retirement. 


The flexibility of the new Save and Prosper Personal 
Pension Plan should enable anyone who is self-employed 
to provide themselves with a retirement pension that 
meets their needs. Please complete the 
coupon below for 
literature or 
telephone S & P 
Services Ltd. on 
01-638 8922. 












If the assets were held for more than five years, then tax 
at 15 per cent (with two 10 per cent surcharges and a 6 per 
cent municipal surcharge on the 15 per cent) is levied on 
any gain beyond the ‘monetary surplus’, i.e., the gain 
attributable to inflation. Subject to certain conditions, the 
‘monetary surplus’ is tax-exempt. 


Depreciation 


Depreciation rates are usually negotiated with the tax 
authorities. No rates are prescribed but these rates below 
are normally given: 

Industrial buildings, 5 per cent. 

Plant, machinery and equipment, ro, 12°5 or 15 per cent. 
Vehicles 20. or 25 per cent. 
_ All rates are computed on a straight-line basis; declining 
_ balance can be used, up to a 20 per cent maximum rate. 








Tax losses 


‘Tax losses cannot be carried back, but they can be carried 
forward for five years. Losses incurred in the first five 
years of business can be carried forward indefinitely for 
companies. incorporated between January Ist, 1967, and 
December 31st, 1970. 


Withholding taxes 

From all dividends paid, 20 per cent tax is withheld, but this 
is reduced to 15 per cent for dividends paid to UK residents. 
No withholding tax is levied on interest paid by a Belgian 
bank and other financial institutions, but 20 per cent on all 
other types — again reduced to 15 per cent if paid toa UK 
resident. If royalties are paid to a non-resident, there is a 
20 per cent withholding (reduced to nil if a UK resident is 
the payee, but value added tax of 20 per cent is levied). 


Other taxes 


Other taxes include a 3 per cent annual levy on notional 
rental income from real property. There are registration 
taxes of 12-5 per cent on the transfer of real property and 
2 per cent on capital contributions. Social security payments 
by the employer are limited to a maximum percentage of 
monthly salaries (up to 2 per cent) and wages (up to 


39 per cent). 


Value added tax 


Value added tax is levied at the normal rate of 20 per cent, 
with food being taxed at 6 per cent and luxury items at 
25 per cent. Some exports are taxed at 0-5 per cent, and 
luxury items at 1°75 per cent. 

VAT on fixed assets acquired in 1971 through to 1974 
can be capitalized as to 10 per cent in 1971, declining by 
zs per cent each year until in 1975 all such VAT is charged 
against profits. 

Incentives 

Accelerated depreciation allowances are available for ships, 
scientific research and new assets bought for use in certain 
“industries. There are new rules as to depreciation rates, 
capital gains taxes and company registration duties in 
certain areas classed as ‘development’ areas. 

` The European Commission decided recently that Belgian 
concessions for 41 out of 43 districts were unfair, and 
ordered the number of development areas to be reduced 
to 28, with four other areas being partly aided. 





Taxation 
Case 








Hayley Mills v. Commissioners of 
Inland Revenue 


In the Court of Appeal -October 17th, 1972 


(Before the Master op THE Bous (Lord Denninc), Lord 
Justice BuckLEy and Lord Justice Orr) 

Surtax — Settlement ~ Actress ~ Exploitation company ~ Service 
agreement — Shares vested in trustees — In trust for actress on 
attaining 25 — Whether a settlement — Whether actress a settlor ~ 
Whether two settlors — Appointment to actress — Income Tax Act ` 
Ig52, sections 495, 409, 4IT. 

When the appellant was 14, her father made arrangements f 
the purpose of ensuring that any earnings of hers in subsequent 
years should be saved-for her benefit. She had previously ha 
parts in two films and Walt Disney Productions Ltd was og 
to secure her exclusive services for a period of years. H 
father tried to explain to her what was intended to be done fe 
her, but she was not very much interested, although she knew 
that the arrangements were with regard to her earnings and that 
they would be for her ultimate benefit. She signed the necessary 
documents without reading them. 

On February 18th, 1960, a company was incorporated with 
the name of Sussex Productions Ltd and with a nominal capital 
of £100 divided into shares of £1 each (the exploitation com- 
pany). 

On May 18th, 1960, 98 shares in the company were allotted 
to the appellant’s father, Mr John Mills, and three directors 
were appointed. On the same day the 98 shares and the two 
subscribers’ shares were transferred to those three gentlemen 
together with a fourth who was Mr Mills’s accountant, and a 
settlement of the 100 shares was executed by Mr Mills ae: 
settlor and by the four transferees as trustees. 

The settlement deed recited that Mr Mills was desirous of — 
making provision for the appellant and had for that purpose 
transferred the 100 sharés to the four trustees. They were to 
hold the trust fund for the appellant absolutely on her attaining” 
the age of 25 years, this contingent gift carrying the intermediate 
income. If the appellant should fail to attain 25, the trust fund 
was to go to her children, and failing any children to: ber 
testamentary appointees, with an ultimate trust for Mr Mill 
himself absolutely. 7 

Also on May 18th, 1960, a service agreement between thi 
taxpayer and the exploitation company was executed, whereb 
she undertook to render her exclusive services as an artist i 
films and stage plays and otherwise to the company, for five 
years from April rst, 1960, for a salary of £400 a year. At that 
time it was known that a five-year contract with Walt Disne 
Productions Ltd was a virtual certainty and that the contract | 
would provide a guaranteed minimum income of 30,000 dollars 
for the first year. 

An agreement was made on January 13th, 1961, between 
Walt Disney Productions Ltd, the exploitation company anc 
the taxpayer, whereby the exploitation company undertoo 
to make the taxpayer’s exclusive services available to Wal 
Disney Productions Ltd as aforesaid. The payments to be made 
to the exploitation company by Walt Disney Productions Ltd 
were to range from 30,000 to 75,000 dollars in the fifth year and ` 












could be increased. The sums thus received by the exploitation 
company were largely distributed as dividends to its share- 
holders, namely, the trustees,” 
_ ‘The surtax assessments were made on the taxpayer to include 
those dividends in reliance on section 405 of the Income Tax 
Act 1952. It was not disputed that one or more of the transactions 
constituted a settlement, nor that the taxpayer had an interest in 
income arising under or property comprised in the settlement, 
nor that the dividends paid to the trustees were income which 
was not distributed by them within the meaning of the section. 
It was contended for the taxpayer (1) that she was not 
a settlor for the purposes of section 405; (2) if she was a settlor 
the dividends were not properly treated in relation to her as 
income arising under the settlement. 
It was contended for the Revenue that the settlement was 
either the trust deed of May 18th, 1960, or, alternatively, the 
` whole group of transactions in the case; and that in either view 
_ the taxpayer, by entering into the service agreement with the 














` by MARTIN CARROLL, C.P.A. 


TE increased capital allowances introduced by the 
Finance Act 1972, together with the grants made avail- 
_ able by the Industry Act 1972, give some cause for reflection 
n the area of tax planning, when considered in the light 
of the projected corporation tax rate of 50 per cent due 
to be imposed after April rst, 1973. 

The relief for the first accounting period commencing 
after April rst, 1973, relating to plant and buildings, in 
significant areas, is as follows for a gross expenditure of 
_ £100,000: Total of grants and tax relief 



















Plant Buildings 
(a) ‘No grant’ areas .. = £50,000 £20,000 
(b) Special development areas £72,000 {42,000 
"(ech Development areas £70,000 £40,000 
(d) Intermediate areas |... £50,000 £40,000 
(e) Low grant ~ Northern Ireland .. £80,000 £50,000 
(f) High grant — Northern Ireland .. £90,000 £60,000 
(g) Horticultural concerns -. £90,000 £50,000 


. Several conclusions can be reached from this table: 

_(1) Building is much more costly in a ‘no grant’ area. 

(2) Renewal or replacement of equipment, to engender 
savings in costs, is infinitely more profitable — especially in 

-© Northern Ireland or for horticultural concerns. 

(3) There is a wider divergence in net investment cost 
between locations than previously. 

Where there is a choice these points should clearly be 

orne in mind although, it must be admitted, there are 

ther material factors which could affect capital investment 

_ decisions in a corporate entity or group. 

There are many borderline cases where an item of ex- 
` penditure could be classified as equipment or as buildings. 
` Ina development area, where a grant is possible for buildings 

but not for plant, the allocation of all expenditure primarily 
to construction in progress will provide the right to claim 
first-year allowances on doubtful items (on the assumption 
that such items will be classified subsequently as plant). 
A claim can still be formulated for a grant on the basis that 
the expenditure is on buildings, with a subsequent re- 


exploitation company at a remuneration of only {400 a year, — 
had provided funds indirectly for the purpose of the settlement; ` 
and that she was therefore a settlor within section 411 (2) of 
the 1952 Act. 

The Crown conceded that in forming the company and 
settling its shares Mr John Mills had also provided. funds for the 
purposes of the settlement, namely, the share capital of the 
company. They contended that, although, by. section 409 of 
the Act, he was also a settlor, the income could nevertheless 
be validly appointed to the taxpayer. 

The Special Commissioners decided in favour of the Revenue. 

Held (reversing the decision of the Special Commissioners 
and the judgment of Mr Justice Goulding, Lord Justice 
Orr dissenting): Miss Mills was not the settlor in relation to 
either the trust deed of May 18th, 1960, nor the arrangement- 
settlement, either alone or with her father; and she had 
not provided funds directly or indirectly for the purpose 
of a settlement. 


analysis of the item — before capitalization from construc- _ 
tion in progress — if such a claim is upheld. This provides ` 
the best of both worlds. 

In an area where grant is not available on buildings, it 
would be advantageous to endeavour to persuade the 
Revenue that the eypenditure relates to plant rather than 
buildings. Quite obviously, such practice could only apply 
to borderline cases. 

Asa general rule, because relief will be given at a corpora- 
tion tax rate of 50 per cent rather than at a rate of 40 per 
cent, popular opinion deems it preferable to defer capital 
expenditure, where possible, until the new rate of relief will 
be applicable. This needs to be considered in conjunction 
with the basic costs of the manufacturing or other process 
where the projected expenditure is related directly to 
savings in labour or materials or from increased efficiency. © 
The deferred savings in costs could well be greater than — 
the tax relief. k 

Where such proposed expenditure arises within only a 
short period before the end of a financial accounting period, 
during which a 40 per cent corporation tax rate is applic- 
able, it should be preferable to defer the expenditure since 
the savings in manufacturing costs would be so minimal — 
as to be outweighed by the tax considerations. `. e 

With non-earning projects, however, there is no defer- 
ment of cost savings and, in such cases, expenditure should 
be delayed. "E 

Whilst reiterating that tax relief is not the only factor to 
be considered in assessing the effect of capital investment, _ 
it is worth stressing that it can be a vitally important one. oe 

Grants and tax relief, as investment incentives, do not — 
have a particularly impressive effect on the discounted cash 
flow return from projects which have a material investment _ 
in current assets. In such instances, with the benefits _ 
of the incentives diluted, an appraisal of the DCF returns, ~ 
made without consideration of the underlying advantages _ 
can be misleading. eo ee ee ee 



















FINANCE AND COMMERCE 


Merger in New Zealand 


E could not all get to Sydney for the International 
Congress and ‘Finance and Commerce’ has to take its 
international — or should it be Commonwealth — pleasure 
where it finds it, which is in the company accounts that appear 
“before its very eyes. There are, of course, other places besides 
-Australia on the underside of the world, New Zealand for 
example, and if only to make any visiting ‘All Blacks’ readers 
feel at home, the reprint this week comes from the accounts of 
NMA Wright Stephenson Holdings Ltd, incorporated in New 
Zealand and described in the report itself as ‘one of New 

(o Zealand’s largest and most diversified organizations’. 
_ ‘The company is the result of a merger during the year under 
_ Yeview of the NMA Company of New Zealand and Wright 
Stephenson & Co, and 70 per cent of NMA’s business and 60 
-= per cent of Wright Stephenson’s is in the traditional stock and 
n business of servicing farmers. The accounts, it will be 
Seen, run to June 3oth and up to that date the two companies 
_ operated independently and under their own names, although it 
_ 4s clearly in the ‘stock and station’ area that most of the effects 

‘and benefits of the merger will occur. 

The directors’ report comments on the background to the 
merger, recalling that in the annual report of both companies in 
1971 reference was made to disappointing results experienced 

` and in particular to the difficulties of the farming sector. 








Merger arranged 


At the base of these difficulties was, and still is, the effect of 
rapid inflation on labour intensive operations. The New Zealand 
Reserve Bank index showed the stock and station sector of 


industry as having, in recent years, the lowest return on share-. 


holders’ funds invested of any major industry group. Both 
companies had been investigating various forms of rationaliza- 
tion in some areas of their business but came to the conclusion 
that only a major over-all rationalization would produce worth- 
while economies. 

A study was made of the benefits and the basis of a merger 
and ‘an independent committee, comprised of distinguished 
members of their respective professions’ was appointed in 
October 1971. Their report confirmed the benefits of a merger 
and recommended a basis considered equitable to the share- 
holders of both companies. 

This was accepted by both boards and proposals were an- 
nounced on January 2oth, offer documents were mailed early 
in February and the offer was declared unconditional on March 
-gth. And all of that seems to be an extremely civilized way of 

going about a merger and in marked contrast to the quite 

`- ridiculous financial posturing that goes on in the UK, although 

_ itis a fair assumption that New Zealand is not without its 
share of bid situations and its take-over battles. 


‘Dramatic improvement 
_ There is plenty of information in the first merger company 
_ report of what the group does and where it does it, but there is a 
~ Shortage of figures taking the reader right into the group in 
= terms of turnover and profit by sector. Turnover is shown in the 
notes to the accounts in ‘principal only’ terms, whereas under 
~trading: results. the directors’ report records that group net 

profits rose 31-5 per cent to $4,781,762 and that ‘the gross 





value of turnover comprising sales both as principal and ag 
exceeded $400 million’. z 

The rise in profits took earnings to a record level compa 
with the best combined result achieved by the two comp 
independently. Earnings of 17 per cent on the equity an 
return of g per cent on shareholders’ funds employe 
regarded as ‘the minimum return which should be-achie 
by a company of our size’. The belief is that full integra 
of the two companies will mean a ‘more satisfactory return 
shareholders’ funds’ in future years. 

But the advance in 1971-72 was not the result of the me 
but of ‘the quite dramatic improvement in farming prospe 
in the latter half of the year’. Factors in that situation. 
Government measures to stabilize wages and prices, sh 
farming confidence restored by a Meat Board minimum pı 
guarantee and the Government Stock Retention Scheme wh 
gave a direct subsidy to farmers based on the sheep num! 
owned at the end of the season. Wool prices improved throt 
out the season and meat prices improved significantly. 


Outside interests 


Clearly, with two companies of considerable if not. en 
duplication in the stock and station sphere there is a lot 
room for rationalization, but there is still much of the gr 
outside the agricultural field. There is a considerable imp 
export business in textiles, clothing and fish. The ‘Wrighte 
subsidiary holds franchises for Vauxhall, Holden, Bedfo 
Toyota, Chrysler, Morris, Austin, Daimler, Rover and Triun 
in 43 outlets. MacEwans Machinery manufactures and sel 
pumps, dairy machinery and agricultural equipment. Morris 
Industries makes bicycles, motor mowers, cultivators and. suc 
like, and NMA Wright Stevenson has a 41 per cent sharehold 
in Haywrights which is New Zealand’s largest and mos 
diversified store chain. Home appliance stores, pharmaceutic 
distribution, off-licences (as we would call them) and bottle 
gas sales all come into the retail and wholesale trading sector. 
Inevitably there has to be a property angle and Challenge 
Properties — a joint venture with the Land Lease Corporatio 
of Sydney ~ is concerned. with major commercial and shoppi 
complex property developments. Challenge Finance is involv 
in financing customer credit, plant equipment and leasing, 
The company operates two computers. In Wellingto: 
ICL system 4/30 handles all accounting work plus a com 
farm accounting system through chartered accountan 
payroll service and accounting for Haywrights and: 
retailers. In Dunedin a Burroughs B500 handles wool accou 
ing and other systems. 





Accounting treatment 


Notes 5 and 6 to the accounts record the particular treatment ¢ 
merger costs and the directors’ report refers to costs associate: 
with ‘the integration of the stock and station activities, and t 
provision of generous redundancy and early retirement: pay 
ments for statt’. Costs also included ‘the effect of the standar 
ization of the bases and procedures of accounting (including 
depreciation of fixed assets and stock valuation’. CS 
This is not exactly a model of clarity and a full year’s running 
of the merger will no doubt pose reporting problems next year 











































as well, particularly if the group begins to achieve part of an 
inticipated ‘significant release of capital from the sale of sur- 
lus premises and a reduction of merchandise. stocks’. 

By next year the company is likely to have changed its name 
tom: the present cumbersome title to one ‘synonymous with 
e united, diversified and forward-looking character that this 
Iding company must have’. 





Stothert & Pitt Reorganization 


TOTHERT & PITT, manufacturers of contractors’ plant, 
Jmaterials handling equipment, cranes, deck machinery, 
umps and paint machinery can see ahead a successful end to 
hat supremely dificult task — reorganization from the inside. In 
969~70 Stothert & Pitt earned a mere £22,000 on turnover of 
7°37 million, but in the year to the end of last June pre-tax 
rofits had climbed to £338,000 on turnover of £8-o1 million, 
nd the equity is back in the dividend list with a 7 per cent 
yayment after two blank years, Profits on capital employed have 
isen from o-4 per cent to 7-6 per cent. 

In the year under review, reconstitution of the board and 
nanagement structure was completed, with four executive 
irectors in charge of sub-groups and functions under the 
managing director. During the year the group cash position was 
mproved to the extent of a reduction from £1,067,000 to only 
99,000 in net indebtedness to banks. 

` Sir Richard Clark, the chairman, attributes the significant 
rogress in terms of both profits and liquidity to the strengthen- 
ng of controls on production, stocks, finance, contracts and 
wverheads. In the past year overheads were held at the 1970~71 
tal despite increased pay and material costs. 

Of the four executive directors, Mr J. A. Terry, F.c.a., is 
inance controller and will also become company secretary 
arly next year when the present secretary retires. Mr R. C. 
aloway has been acting as part-time finance director through 
he critical period since the beginning of 1971. 





avid Charles's Expansion 


N any company it is desirable that the functions and res- 
ponsibilities of the chairman and the managing director 
hould be quite separate. With continued expansion this becomes 
mperative.’ So says Mr R. S. L. Buckingham, chairman of 
David Charles Ltd, the Birmingham-based organization with a 
utnover of £24 million in the year to last June in building, 
ontracting, development, plant hire, joinery, shopfitting, 
ed furniture, cab manufacturing and travel. Turnover was 
tually double the 1970-71 level, and pre-tax profits at £1-8 
nillion were almost £1 million up. 
Mr Buckingham henceforth will ‘continue to exercise the 
onger term responsibilities of executive chairman’ but Mr 
. M. Siddals has been appointed group managing director. 
cre are new appointments as group assistant managing 
irector, group financial controller and group operations 
controller to ‘improve our operational control of the business’. 
Although based in Birmingham, the David Charles group 
last year earned nearly half its profits in the South East where 
it owns the A. E. Symes building organization. Looking at 
‘Present group operations, Mr Buckingham is confident that 
current year profits will exceed £2-25 million. 
` Although giving the impression of entirely yielding up the 
hurly-burly of day-to-day operations, Mr Buckingham is 
obviously not going to be a chairman concerned entirely with 
broad policy. There are thirteen main operating subsidiaries 
listed in the David Charles report and Mr Buckingham is shown 
as chairman of every one of them. 
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NMA WRIGHT STEPHENSON HOLDINGS LIMITED AND SUBSIDIARY COMPANIES 
CONSOLIDATED BALANCE SHEET 


woe CO si Ir na fei an weber {MN 
e Eë: SS8858 || REA /R| R| 888388] |È 
S 3 VEN 7R] Zar |? TRUS 1S Ẹ 
z 
we 
< F A 
a cm 
E 
= E 
m WINN NOM | W Mr éi Iw E TOO Th w E 
9 ES SEAS88 |8| aala] A] gäeeglsi ei 
O Kë d Se EE H LI Des 7 d 
CR eet: eg Le Tow je TREN IO | oF ig 
> -N n eN ki N w D ja 
« Sle 
Ki "o 
Së a 
a a 
N E 
Be g H 
es o o sere 3 
nez Be 
E w 
3 epeibotee o Laa OOA AA 
E GK? "8 : A Se RH 
E ba + 
qm ca bi a 
as SCC mei sea = 
W Bae E E E 
P S PoS $ 5 
Te O ses o n ou = 
=e —- .20% E Sam Sae be 
52 S32 gge got EE 3 
a EU 824 ae: Setzt o. 
D D ee 
SÉ D 223 ; gt gad 8 
zé setags 58 : Epa oy 
D OESSS2 ao? a ose 30 
Ga SEKR ER g SERGE Do 
as EES SE a fiag s 
Oy ao00dce EAE 8 dae ER 
re a) A 
a te 
z2 = 6 
= ii ae 
ER A 3 
Zz s 
wd I $ 
ww 
a 3 
S T S 
Di H x z a) 
a E o 2 S 
I 3 n z KR E 
KE) = w = a = 
= a E Z e E 
« < E wi 
We bi 
D 2 d S o 2 
< a 3 EI 
ke E 
D z 2 S I E 
"l ý be 
z u ; E Ww 
S E bg & ; 
SS - kb i 
= m z 2r 
o La "em ` 0 








= orindividual witha lumpsum to invest, plus 





What kind of investment 
is excluded from 
Lasel of Schedule D 
and isfree of 


Capital GainsTax? ~ 


Welfare Single Premium Bonds: 


As our Taxation Expert states “How If you would like details of Welfare 
many investments are there in the UK Single Premium Bonds just send off the 
which provide ‘income’ that is not charge coupon to our Bond Department. 
able to income tax under Schedules A, B, C, 

D or F and where any ‘capital gains’ are mmm mm IR H IR | 
specifically exempt from a charge to capital r Please send me details of TAS? 


gains tax.” Welfare Single Premium Bonds. 
Name EE eS 
SE Welfare Single Premium Bonds offer Company e l 
_. those taxation advantages to any company Address ` 






in the case of individuals, valuable a UR ae MD mes 


_ life assurance protection. WELFARE INSURANCE CO. ETD., ` 
35/37 Cannon St., London EC4M 55E 
Tel: 01.236 0781 


Knight 
Frank & 


Rutley 


Auctioneers and Surveyors’ 
Valuers. of Industrial Properties 
Plant and Machinery | 
Fire Loss Assessors. 














20 Hanover Square, London wir OAH Tel, 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 app Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel: 0432 3087 








THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 


. was established in 1942 to provide a professional organization for accountants and financial executives 


3 employed in commercial, industrial and other undertakings, and to promote and encourage the study of the P 


special problems relating to the design and use of accounting procedures in the service of management. 


Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
industry as distinct from those of public practice. The commercial accountant must be a specialist, trained in 
business for business: his function is to devise systems for recording, analysing and presenting the information 
which management requires if it is to reach rational decisions. 


Detailed syllabuses and further information as to eligibility for Registered Studentship (or, in the case of 
‘qualified or experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at 


40 TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8. 
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INANCIAL markets in the City continue to wander 
around in a no-man’s land of uncertainty. Absence of true 
rend poses problems in assessing whether the desultory fire of 
various factors is supporting or the opposite. 

That ASLEF should demand a 24-hour strike because a 
non-ASLEF man drove a diesel engine that pulled the experi- 
ental train that ASLEF people won’t drive is the kind of bear 
ctor that makes the followers of financial markets despair of 
the possibility of any kind of Government-union agreement on 
t more weighty and wider issues. 

Or, on the other hand, did the NUR reaction to the ASLEF 
trike demand provide a bull factor in so far as NUR urged co- 
operation between unions and management in advanced 
‘ailway development because thousands of jobs depend on it? 
These two over-simplified points are examples of the kind of 
influence that leaves. stock markets, in particular, thinking hard 
but not necessarily any the wiser for having thought. 

It will be interesting to see how the season of New Year 
prospects develops. The season sets in earlier every year and 
the prophets will soon be choosing their ‘Shares for 1973’. 
How the choosing will go against the present economic and 
financial background, may show which way the no-man’s 
land wanderings will take the stock-market in the short term. 
Wandering towards the bull rather than the bear side seems 
ikely, but then it always does at New Year. 

E * * * 


HE P & O and Bowater affairs have been resolved, one 
| overwhelmingly and the other marginally. P & O share- 
ders, in their first full vote since the change in voting structure 
one vote per share, threw out the link with Bovis and in so 
ing demanded of their directors either the acceptance of an 
‘reed bid from Inchcape or the recruitment of new manage- 
ment — assuming that the Bovis deal showed that the P & O 
board believed the group could not be adequately managed 
otherwise. 






















Bank of England Minimum Lending Rate — Nov. 17th, 1972. 73% 





Treasury Bills 
-- £66391% Oct. 20 .. £67135% 
» £66999% Oct. 27 .. £68930% 
66252 % Nov. 3 -> £6°8838% 
.. £66670% Nov. i0 .- £68838% 
- £6°6890% Nov. 17 - £68558% 
oar Money Rates 
ay to dag 6 -64% Bank Bills 
ms o h 6} a % 2 months 7-74 % 
ne ‘Trade Bills e 3 months > 74-75% 
3 months .. 7% o % 4 months oe 7k% 
ee ds H SE 6 months e, 74m % 
months .. 7% 94% 


Three Months’ Rates 


Local authority deposits 78-73 
Local authority bonds 74-74 
Sterling deposit certificates «. 73-7$ 
Euro-sterling deposits Sc .. 88-82 
Euro-dollar deposits .. ; -. 546 


City Notes 











Bowater shareholders were in a different position. They bad ` 


either to vote for their company making an expensive take= 


over of Ralli International or be subject to a take-over. bid ‘by 
Trafalgar House. Shareholders opted for Ralli, presumably 
in the belief that Bowater, since it was bidding for Ralli, would ` 
be in command of the take-over situation. 

If that was in fact the belief, the naivety of shareholders 
knows no bounds. The majority vote against Trafalgar House, 
however, was in tune with the present anti-stripping mood, not 
that Trafalgar comes into the true stripping category. Trafalgar, 
in the Bowater affair, may have been a case of few suffering for 
the many. 

But both the P & O and Bowater voting, and all the turmoil 
that went with it, may make company boards think twice in 
future about trying to off-load their problems on to the take- 
over market. 


E * * * 


HE Bank of England’s easement of restrictions on banking 
‘participations’ is unlikely to be followed immediately by any 
vast rush by joint stock banks to take slices of merchant banks. 
There are some major merchant banks who have not lately 
advertised the fact that they are particularly brilliant bargains. . 
But there is no doubt that the easement will help rather than.” 
hinder the present development of financial service conglo- ` 
merates. i 
Relative freedom in clearing bank operations which has so ` 
transformed joint stock banking profits has also transformed ` 
competition. With former finance organizations winning bank- 
ing status and joining American banks in the ‘Money Shops’ 
business, and with organizations such as C., T. Bowring moving 
into instalment credit, merchant banking and larger scale 
insurance broking in quick succession and then leading the way 
into Europe with a Brussels Stock Exchange quotation, there is 
clearly going to be much realignment in the banking world. 


RATES AND PRICES 


Closing Prices, Monday, November 20th, 1972 


Finance House Base Rate — November 1st, 1972. 74% 
Retail Price Index (16.1.62==100) 167-7, 20.10.72 (from 16674) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer). 


Foreign Exchanges 


New York 273506 Frankfurt 
Montreal 2:3170 Milan 137425 
Amsterdam 7°5950 Oslo 154625 
Brussels 103°62 Paris 41-8725 
Copenhagen We ER Zurich 8-9337 
Gilt-edged 
Consols 4%, 424 Treasury 9% 1994 .. 95% 
Consols 2$% 263 Treasury 84% 84-86 .. 982 
Conversion 34% 365- Treasury 84% 87-90 .. go} 
Conversion 54% 1974 = 97 Treasury 64% 1976 .. 032 
Funding 34% 99-04 -45% ‘Treasury 33% 77-80 .. 764 
Funding 54% 78-80. .. 83% _ Treasury 34% 79-81 .. 76 
Funding 54% 82-84 824 Treasury 5% 86-89 .. 684 
‘Funding 54% 87-91 73% Treasury 54% o8—-12 .. 614 
Funding 6% 1993 72). Treasury 24% - 26; 
Funding 63% 85-87 81}. Vietory 4% ~- 98% 
893 = War Loan 34% 363 


Savings 3% 65-75 





PERO: 


er 23rd, 1972 





BULLS AND BEARS 


A Little Brighter 


HERE have been two major items of news since the last 
H ‘Bulls and Bears’ (November oth issue). Mr Nixon has been 
` re-elected President of the United States for a further term of 
~ four years, thereby dispelling fears of the untried policies of the 
-Democratic candidate Mr McGovern, and the UK Government 
“has imposed a go-day interim prices and wages freeze which 
may be extended for a further 60 days. In America the Dow 
Jones Industrial Average has pushed through the 1,000 level, 
while at home leading equities have been helped by the Prime 
Minister’s firm speech at the Lord Mayor’s Banquet on the 
Government’s freeze plans. 
On Monday the Financial Times Government Securities 
index was 72°80 while the Financial Times Industrial Ordinary 
Shares Index had risen to 486-8. Although the market is now 
adopting a more confident tone, and official daily markings 
“have risen to more than 10,000, the undertone is still rather 
` cautious and overall there is still no very significant increase 
<in- business. Much still depends on the behaviour of Wall 
Street. 
~~ Below is our selection of corporation loans and fixed interest 
stocks 


Corporation Loans 


1972 
; Price Yield High Low 
Staffordshire 94 per cent 1976 100 9-2 111 99 
Walsall 94 per cent 1977--79 103 9-2 111 103 
Stirling 73 per cent 1977-79. .. 91 8-5 105 91 
Swansea 94 per cent 1978-80 103 8-7 110 101 
Fixed Interest Stocks (Industrial, Commercial) 
: 1972 
Price Yield High Low 
Associated Hotels 103 per cent 
debenture 1997-2002 103 10-12 103 100 
London City & Westcliff 92 per i 
Cent debenture 1997-2002 .. 96 10-01 99 96 
Land Securities 9 per cent deben- 
ture 1997-2002 924 10-1 103 100 
Distillers 104 per cent 
loan 1993-98 103 10-4 1034 100 


< Ordinary shares 

` On present indications the market is acquiring a more confident 

tone and the long stagnation in prices which followed the 

-downturn in May last may be about to give way to an upward 

-= movement. If so, then some of the recent recommendations of 
leading stocks made in this feature may begin to bear fruit. 


“Some have done so already but others have fallen back in price. 


despite excellent company results. 


results are not forgotten and will show up in rising share 
“prices once confidence gains the upper hand and the mark 
«gets going again. ZS 





: ACCOUNTANT 


Our current selection of ordinary shares is as follows: 


P/E 1972. 
Price Yield Ratio High $ 
Philips Lamps Fls 10 
shares .. Fls850 22 29-6 905 
Equity & Law Life 5p 
shares : 330 1:9 = 359 
Dawnay Day 25p shares 210 31 17:9 297 
Samuel Properties 25p 
shares 188 3:2 _ 262 


Philips Lamps ees 
Outside the United States of America this Dutch company 
the leading manufacturer of electrical and electronic equip: 
It owns Pye of Cambridge and has interests in other B 
concerns. The 1972 third quarter profit before tax. ha 
creased from Fls119 million to Fls328 million, thereby pu: 
the nine months total up from Fls376 million to Fis889 mi 
Trading profits in the third quarter rose by 66 per ce 
Fls459 million and net profit by 170 per cent to Fisrs1 milli 
For the nine months the increases were Do per cent to Plet. 
million and 131 per cent to Fls416 million respectively. 
The directors say the greater increase of net profit resul 
mainly from the relative decrease of financing ‘costs due to 
lower level of stocks, a shorter average credit term and a sli 
fall in the rate of interest. Net profit per Fls1o share in thet 
quarter was Flat" against Flso-39, making Fls3-06 agai 
Fls1-26 for the nine-months’ period. In the third quarter 
rate of sales gain dropped from ro per cent to 6 per cent’ 
the rise in operating costs was only 2-4 per cent against 7 p 
cent in the first two quarters. ` l 
The attraction of the shares will become more apparen: 
confidence grows in the prospect of earnings progress next yea 


Equity & Law Life 
This is a pure life company with no composite strings an: 
although possibly not so well known as Prudential and Leg: 
& General, is certainly a money spinner over a period of tim 
although the share price may not move much in a particular 
year, such as 1972. Some six or seven years ago, 100 shares 
could be purchased for as little as £365. Now these 100 shar 
have become soo shares witha total value of £1,590. This 
is not an isolated occasion but a reflection of the way the 
company’s shares perform over a reasonable period of time. . 
Throughout its life the company has shown exception 
growth and between "obt and December 31st, 1970, ne 
business rose from £421 million to {196-2 million and busines 
in force from {188-7 million to £7266 million. For 1971-né 
business amounted to £327 million and sums assured in fori 
to £1,017 million. Premiums rose from £258 million to £36 
million and total assets from £294 million to £394 million. 
New business is not immediately rewarding because of th 
cost of obtaining it, but it soon becomes rewarding, and in t 
absence of unforeseen ‘circumstances the shares will be standir 
at a much higher level in three years’ time. 5 


Dawnay Day g 
Until quite recently this company was known as Indusi 
Finance and Investment, but the banking business of Daw 
Day has long been the principal constituent of the gro 
The principal activities are investment management, me 
banking and the provision and raising of finance for quoted ar 


~unquoted companies. 
This is a familiar aspect of a sluggish market, but good ` 







-For the year to June 3oth, 1971, the profits of the bankin 
ubsidiary were 50 per cent more than in the preceding year 
d in the years to June 30th, rozt, profits of the group i 


-creased from £225,000 to. {1,245,000 and profits after tax from 








£129,000 to £921,000. For the year to June 3oth, 1972, profit 
before taxation increased from £1,247,231 to £2,197,007 and 


he dividend was raised to 26 per cent, 


~The chairman is confident that growth will continue in the 
“current year. The shares were noted on July 2oth, but are now 
considered to be a ‘buy’. Prudential Assurance holds 17 per 


cent of the shares. 


_ Samuel Properties 


- Some brokers are firmly of opinion that if the market is indeed 
“now about to move forward, it will not be long before leading 
“property shares participate in the recovery. On July 2oth last 

we recommended this company’s shares at 1gop, since when they 
| have been as high as 223p but are now back to 173p. 








- - Meanwhile, however, the results for the year ended June > 
3oth last have been published and make excellent reading. 
Profits are up from £1,136,000 to £1,794,000 and earnings ` 
from 20-5 per cent to 31:6 per cent. Also, the dividend was 
increased from 16 per cent to 24 per cent. In the previous year ` 
profits were also up by approximately 50 per cent and the 
dividend was increased from 26 per cent to 32 per cent prior 


to a scrip issue of 1 for 1. 
The company is one of the first property companies to break 


into the German market and has recently announced an £8 
million development programme in the financial centre of 
Frankfurt. The shares of this company will not remain long at 
their present level when the shares of property companies 
generally return to favour. 


eg 


N Jexr year’s reduction in the basic 

Nine of income tax is giving the 
building societies plenty of problems. It 
“js anticipated that their composite rate 
of tax will be reduced to about 25 per 
cent, or a little less. Whilst they will 
have something to ‘give away’, and it 
js the investors who are expected to 
benefit most, it is unlikely that they will 
be able to maintain the current equivalent 
te of interest when grossed up at the 
standard rate of tax. 
The change in the composite rate of 
tax would allow building societies to pay 

vestors 5°6 per cent — but this would 
produce a grossed-up rate of only 8 
per cent. To maintain the same equiva- 
lent gross rate, a net rate of 6 per cent 
would have to be paid. 






























Ka * K * 


Ir 1s now more than two years since the 
Decimal Issue of National Savings 
Certificates was introduced. The yield, 
over the first four years from the date of 
purchase, is 5-734 per cent per annum, 
free of all tax. Naturally, this is attractive 
to surtax payers. The indications are 
that, before long, the maximum holding, 
which is now 1,000 units at £1 per unit, 
will be raised. Although. the National 
Savings movement has done well, this 
is an area which could be given more 


so FAR, most of the units in the Prolific 
Unit. Trust have been linked to life 
policies issued by the Provincial Life 


feels that one of the reasons why the 


Government is trying to divert invest- 


controlled. So as to encourage the sale 
of Prolific Units, the commission. scale 
has been revised, with the commission 
ayable being dependent on the size 


“Assurance Co Ltd. Now, the Provincial 


tax treatment for units in unit trusts. 
has been made so attractive is. that the — 


ment into a field which. is very tightly ` 


of each purchase. Incidentally, the point 
has been made that professional firms 
may wish to take full advantage of these 
commission rates by using a nominee 
account, so that all purchases may be 
put through one account. The commis- 
sion is on a sliding scale, starting at 1} 
per cent where the purchase money is 
less than £1,000, and rising by stages to 
4 per cent if the purchase money is in 
excess of £10,000. 


* * * * 


RECENTLY, Save and Prosper published 
the 1973 edition of their Professional 
Advisers Guide. This is a mine of practical 
information on all aspects of the group’s 
activities, with concise notes on tax as 
it affects the various contracts. Save and 
Prosper has never been afraid of amend- 
ing its contracts in the light of changing 
circumstances. Now, its basic open- 
ended life assurance, known as Save- 
Insure-and-Prosper Plan, allows for 
premiums to be paid annually and 
half-yearly, as well as monthly. 


Ki * % * 


PLENTY of unit-linked pensions for the: 


self-employed have been introduced since 
this type of contract was given fresh 
impetus by the Finance Act 1971. 
Although there are plenty of contracts 
which can be linked to ‘managed’ funds, 
consisting of equities, fixed interest 
securities and property, contracts linked 
exclusively to property are very much the 
exception. One of the leaders in this 
field is Property Growth Assurance. Its 
property-linked contracts. are proving 
popular, and the units are experiencing 


‘steady capital appreciation. ; : 

` Inevitably, administrative expenses are- 

“quite high for single- contracts. ‘The 

Frizzell Group has tried to get round this- 

_by setting up its own retirement trust. 
In this way, it can obtain group rates for- 
individuals requiring ‘self-employed’ pen- 





sions. For a start, the rates of a single 





insurer are being used. The brokers, 
however, have promised that there will 
be a continuing review of market terms. 

Since this contract is on a group basis, 
there is the advantage that premiums 
for widows’ pensions on death prior to 
retirement can be calculated on a ‘current 
cost’ basis. This keeps the cost to the 
minimum, while giving good flexibility. 
The practical effect is that, since the risk 
of death increases with age, the cost of 
this pension will rise each year. Neverthe- 
less, this ensures that as much as possible 
of the investment is applied towards the 
purchase of the individual’s own pension. 


* * kd 


THE National Westminster Bank and 
Welfare Insurance Co Ltd have altered 
their scheme for the provision of ‘in- 
stant’ funds for school fees ~ where the 
bank provides the money and the in- 
surance company issues a policy, which 
will repay the loans in 10 to 15 years. 

Now, to be eligible for the scheme, a 
borrower’s gross annual income must”, 
exceed £4,000. Generally, total regular 
commitments must not exceed one-third 
of the borrower’s gross annual income, 
Interest is charged at the bank’s base ` 
rate plus 3 per cent, with a minimum 
total rate of 7 per cent. 


E * * * 


THERE is plenty of flexibility. with the 
managed bond which has-been introduced 
by Saveguard. Assurance. The under- 
lying investments are equities, property 
and fixed ‘interest securities. 

Automatic withdrawal facilities for 


6 or 7 per cent per annum. can be ar- 
- ranged, or transfer to a fixed account can 


be made, when interest-free loans can be> 
taken. In this event, the initial investment 


- must be £2,500 or more. 
Tf more than {1,000-is invested, at 


the outset a bond-holder can select into 


which investment sector, and in what 
© proportions, his money: is to be invested. 








Abig bonus for your 
self-employed clients! 


‘Time Assurance double the vesting bonus on their 
Personal Pension Bonds. 


Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 

Asa result of the latest actuarial valuation, the 
vesting bonus is increased from £1 % per annum to 
£2° per annum of the basic pension. This means that 

_in projecting the estimated total pension at pension 
age we can now add a total of 5% to the basic pension 
for each year up to pension age (interim bonus of 3% 
per annum plus vesting bonus of 2 % per annum). The 
interim bonus also continues to be added after the 
pension has commenced, 


Amount of pension (to nearest £} for men retiring at 65 

paying a premium of £100 a year from different ages of 

entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2% per annum. 

COLT Segel 
increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 


Cash option at 


Pension at 85 : 
pension age 





Total 
Guaranteed] Pension at 
Age next} Basic 65 with 
birthday | Pension | estimated 
at entry bonus 
PoE D D E 
1325 4375 9743 3247 
1023 3121 6950 2316 
780 2185 4867 1622 
586 3327 1109 
435 2233 744 
410 2055 884 
385 962 1887 628 
EA 885 1730 576 
338 DM 1582 527 
315 742 1442 480 
294 877 1311 437 
273 616 1189 - 396 
253 558 1074 358 
234 504 866 . 322 
236 453 gee ` 288 
198 408 HEI 257 
362 685 
320 604 
281 529 
245 459 
212 394 
281 335 
183 280 
e428 230 
101 184 


Adjusted 
Tax-Free Total 

Cash Sum | Pension 
at age 65 


At age 70 | At age 75 


























Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service. 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 
all ages. 


panee e e ee en ee 


į TO: TIME ASSURANCE SOCIETY 


56 Moorgate, London, EC2. Tel. 01-628 7546/7. 


Manchester Office : 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299, 061-624 9955. 


and send a supply of Pension Bond literature. 


NAME.. 
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NAME OF BANKERS... 


Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-225 7799. 


Please register me/us as Agent(s) of Time Assurance Society, 


TA/NOV 23 


DATE ESTABLISH EQ ene 


"BLOCK CAPITALS, PLEASE 
ADDRESS 
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When your clients ask for advice about making an 
investment or raising a mortgage think of P.O.BS. 
P.O.B.S. can help with investment plans that give 


P.O.B.S. for investors 


Shares £5-60% equal to £9-14°% taxed at standard rate. 
Monthly Savings £6-25°% equal to £10-20%. 

Deposits £4-50°4 equal to £7:35°% (also paid to Limited 
Companies). 

"Ak Prompt withdrawals. 

X No fixed term restrictions. 

Assets exceed £32,000,000. 

Authorised for investment by Trustees. 
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` Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 

Moorgate Station) provides details on jobs, prospects and 

i client firms. Consultants are always available to discuss 
i your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and — without any 
form-filling ~ study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 
More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
St oe Salaries: U.K. — up to £5,000; Overseas — up to 


Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+. 

Temporary Staff: M. Farrer, 01-628 0391. 

Terms are better than is usual for temporary assignments. 


EMPLOYERS: Our register of candidates lists hundreds.of 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me now and 
I shall let you know within the hour. 

R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


47 Finsbury. Court, Finsbury Pavement, London ECZA 1HT 



































nS TE OTN 
-wete generous either way 


For more information and latest Report & Accounts, please write or telephone: 


bd Property Owners Building Society 


4 Cavendish Place, London WIM O0AQ Tel: 01-637 3041, 580 7105 and 580 5864 


_ DIRECTORS: Rt. Hon. Lord Ogmore, P.C., T.D. (Chairman); J. L Hamilton, ERICS PAI F.LArb. (Deputy Chairman); 
K. G. Gale, F.LArb., A.S.V.A.; Rt. Hon. The Earl of Kinnoull, F/R.LC.S.; Sir lan A. Mactaggart, Bt.; Rt. Hon. Lord Meston; R. P. Rudoff. 








them higher than average returns with maximum 
security; or with home loans on the most generous 
terms. Just look at these facilities. 


P.O.B.S. for borrowers 


xK 100°, advances on option mortgages up to £7,500. 

x 95°% advances on most types of modern property for 
owner occupation including — houses, purpose-built 
flats, maisonnettes. 

Ak 30-year repayment term. 

zk Special facilities on shops with living accommodation 
for owner occupation. 

x% Prompt decisions. 
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A cause 
clients will 
understand 


IR you've never had anything, you never miss it. 

But if you've known a reasonable standard of living, imagine 
the horror of reduced circumstances. 

We help people who have practically nothing — except 
memories of happier times in a happier age. 

Many of your Clients will understand and will sympathise with 
what we are trying to do. Many of them, if you suggest it, 
might like to remember us in their Wills or with a Covenant. 
After all, what greater gift can there be than giving another 
elderly person something to live for? 


DISTRESSED GENTLEFOLK'S 
AID ASSOCIATION 


“Help them grow old with dignity” 

















































| Preparing for VAT 





Institute Handbook on VAT 


¿"THE new publication Value Added Tax — a Handbook for 
| Accountants and Businessmen, by E. E. Ray, B.COM., F.C.A., 

and E A. Sherring, F.c.a. (The Accountant, October 26th) is 

` now available from The Institute of Chartered Accountants in 
England and Wales, price £1-25 post free. It provides a com- 
prehensive survey of the VAT system, is fully indexed, gives 
examples and deals at length with the special problems for 
retailers and others. 

The difference between ‘zero-rating’ and ‘exemption’ is 
clearly explained and the book reproduces the official lists of 
goods and services which fall into these categories. An important 
section of the book sets out the matters traders should attend 
‘to before VA'T-day and there is a useful check list of the points 
for consideration and action. 

The book is written in layman’s language, though of necessity 
it uses ard indeed explains such technical terms as ‘input’, ‘tax 
point’ and ‘tax invoice’, an understanding of which will be 
essential for those one and a half million traders affected by the 
tax. 


Liabilities of Agents 


GENTS may be involved with VAT either in respect of 

their own services to a principal, or as intermediaries 
between a principal and a third party. Both aspects are con- 
sidered in HM Customs and Excise VAT Notice No 710, 
Supplies by or through agents, published this month. 

The majority of agency services to a principal will be liable at 
standard rate, though some (as to a principal overseas) will be 
zero-rated and others (for instance, the arranging of any in- 
surance) exempt. An agent whose turnover is below the exemp- 
tion limit is not obliged to register for VAT, although an 
unregistered agent acting as intermediary between two taxable 
priñcipals would be at a commercial disadvantage by reason of 
his inability to issue tax invoices. For this reason, agents may 
wish to apply for voluntary registration under section II of 
VAT Notice No 700. 

Auctioneers will be accountable for tax in the same way as 
other agents, but tax will be chargeable on goods sold at auction 
only if the seller is a taxable person. It will normally be most 
convenient to indicate, for the benefit of prospective buyers who 
are also taxable persons, whether the seller is taxable or not, 
and thus whether bidding for a particular lot will be on a tax- 
inclusive or tax-exclusive basis. Special records will be required 
in respect of certain classes of goods sold at auction, in particular 
second-hand cars, which are dealt with in VAT Notice No 711. 


Concession on Settlement Discounts 


CCOUNTING systems which take in invoices ‘net of 

\ settlement discount’ may be embarrassed by the require- 

ment (in part B of the VAT return form) to show transactions 
` ‘gross of settlement discounts given or received’. 

` Following discussions between HM Customs and Excise and 





the National Computing Centre Ltd, it is understood that loc: 
Customs and Excise VAT officers will be prepared to conside 
individual applications to report net figures, adjusted by ai 
estimated figure for settlement discount. Such an estimate, 7 
suggested by NCC, would take into account the percentag 
by value of suppliers allowing settlement discounts and th 
percentage rates of such discounts. 

Announcing this concession earlier this month, NC 
claimed that it would ‘save a considerable amount of effort i 
many computer installations operating a VAT system’. 


Purchase Tax 


ER details are now available from HM Customs 
Excise of the operation of the purchase tax rebate proposa 
accepted by the Government (The Accountant, November 16th 
in preference to the ‘tax pause’ arrangements previously 
nounced. There will now be no tax pause, and purchase 
will continue in force on all goods to which it applies, up to 
including March 31st, 1973. ao 
Under the scheme, traders registered for VAT will be abl 
to make a claim on a prescribed form in respect of the amour 
of purchase tax which has been paid on goods for resale remai 
ing in their stock at the close of business on March 31st, 
Goods held on sale or return will be outside the scope of th 
scheme since they will not have borne purchase tax. Sale o 
return can still offer an alternative method of avoiding dou 
taxation, but sale or return arrangements are no longer the o 
means of relief available for particular classes of goods. ` 
Claims will have to be lodged with Customs and Exc 
shortly after April rst, 1973. Traders will need to keep sup: 
ing documentary evidence, e.g., purchase invoices, to. 
stantiate their claims. The amount claimed will be ente: 
separately in the trader’s first VAT return and treated as 
were deductible input tax and offset against the amount 
output tax entered on the return. ` 
Traders who nevertheless prefer to continue their aale 
return arrangements in preference to using the rebate scheme 
must comply with the requirements set out in Customs an 
Excise notice No 77 (SOR). SE 
Only traders registered for VAT will be able to make a dai 
and it is essential that those who wish to take advantage of t 
scheme should make timely application for registration. Similat 
arrangements will apply to alcoholic drinks, tobacco, matches 
and mechanical lighters, if the duties on these goods are reduced 
when VAT is introduced. oe 
Legislation will be introduced following the 1973 Budget. 
Customs and Excise will, in due course, issue a public notice 
explaining the scheme in detail, together with the claim form 


VAT Bulletin 


NTENDED as a link between HM Customs and Excis 

and business management, VAT Bulletin is published 
intervals of approximately six weeks. The principal item: 
issue No. 3 — the latest to appear — deal with queries aris 
from the special schemes for retailers in Customs and. Ex: 
VAT Notice No. 707 (The Accountant, September 7th 
determination of tax value; treatment of goods in bonde 
warehouses; and points to watch in completing Form VAT 
(‘Notification’). Re 

Traders in the A to C alphabetical group should aire 
have registered for VAT during October, and those wl 
names begin with the letters D to J are registering this mo 
Customs and Excise offices have reported ‘a large numbet 
errors and omissions’ in forms VAT 1 so far received, including 
the following: RE 


Item 3: This refers to the status of the business — eig., sole 






trader, parmership. or limited. company - 
or nature of business. 

Item 14: For the purpose: of receiving VAT fepayments by 
` credit transfer, traders should enter either their bank sorting 
“-eode and account number (mormally six and eight digits 
` respectively). or their Giro -account number. (nine digits). 

‘Where the bank or Giro account number consists of a smaller 
‘number of digits than these, zeros should be entered in the 
< Jeft-hand space(s) as a prefix to the number. 
tem rz: This. declaration must be completed in full; some 
` forms have been received neither signed nor dated. 


VAT Bulletin also points out that Form VAT 1 has been 
designed for use with a computer system; it is thus important 
hat items which provide character spaces for completion — 
tems 1 to 6 in particular ~ should be completed in block 
capitals with one character per space, with one blank space 
between words. 

„Single copies of VAT Bulletin are distributed free by trade 
associations and other representative bodies to their members. 
















an not to its functions ` 


mp) any use are available on ‘subecription 
from HM ‘Stationery Office, PO. Box 569, London SE, at 
£160 post free. for ten. copies (minimum quantity) of each of 
ten issues, or larger quantities pro rata. This address, it is 
understood, is the sole source of supply; VAT Bulletin is not 
available through local Customs and Excise offices or news- 
agents. S 


Registration Reminder 


LL traders whose names begin with the letters A to Jec 
inclusive should have registered for VAT purposes mot _ 
later than November 3oth, 1972. Initials K to Q should register. 
during December, and R to Zin January 1973. Traders may, © 
however, register in advance of the due date if they so desire. _ 
The registration form, VAT 1, should be sent in the prepaid ` 
envelope provided ro the VAT office nearest to the trader’s — 
principal place of business. A list of addresses. will be fond i Im: 
Customs and Excise Notice No 700. 








Letters 

















orporation Tax Reform 


‘There is one important ‘cash flow’ matter which was not made 
tirely clear in paragraph 2 of Mr Cinnamon’s interesting 
article (November gth issue). 

Under the present corporation tax system, Schedule F tax 
must be paid to the Inland Revenue in the month following 
the payment of each dividend. 

‘As I understand it, under the new imputation system, the 
payment of tax to the Inland Revenue has to be made on or 
before the 14th day following the end of the quarter in which 
the dividend is paid, 

_ This can materially benefit a company’s cash flow, particularly 
in cases where a dividend is normally paid towards the end of a 
quarter but, by means of a brief postponement, the payment of 
tax may be deferred by as much as three months. 

For example, if a company normally pays its dividend 
towards the end of June, by postponing the dividend until 
July 1st the tax will not have to be accounted for before October 
14th. 











Yours faithfully, 
London Wr. J. F. MONKHOUSE. 


[Mr Allan Cinnamon writes: My article was strictly concerned 
With the timing of dividends over the entire transitional period. 
However, it is basically agreed that short-term cash flow can be 
< maximized by selecting a dividend payment date at the beginning 
"of a: quarter rather than the end. It should be borne in mind that 
where a company’s accounting date does not end on March 31st, 
June 30th, September 30th or December 31st, there is a short 
period of accounting for ACT. Thus a company with a January 
ist year end will have to account on February 14th for ACT due 
on dividends paid in the one month to January. zist] 



















Changes in Company Law 


Sir, — We would refer you to page 504 of your issue dated 
October 26th and, in particular the sixth paragraph of the 
article headed ‘Changes i in Company Law’, dealing with ‘order 
forms’. 

You state that ‘The phrase “order forms” is to be sintlenebed ' 
to mean forms which the company makes available for other 
persons to order goods or services from the company.’ 

We can find no justification in section 9 (vii) of the European ` 
Communities Act 1972 or in section g of the Companies: Act 
1948 with which the above section is construed, to justify this 
interpretation. 

This is a very important point, and I should be pleased to 
see a reason why order forms should not carry the registration 
place, number and address as required by the Act. 


Yours faithfully, 
D. W. SMITH, 
Financial Director, 


Wakefield, Yorks. FLETCHER SUTCLIFFE Wun Lan, 


Sir, — In your issue of October 26th, you made reference in an 
article headed as above to ‘order forms’ as follows: 


‘The phrase “order forms” is to be understood to mean 
forms which the company makes available for other persons 
to order goods and services from the company’ [italics supplied]. 


In a booklet issued by the British Federation of Master Printers 
it is shown by way of a specimen order form that section 9 (7) 0f 
the European Communities Act 1972 applies to order forms used 
by a company to order goods or services for its own consumption 
Of use. 
I shall be grateful for your comments. 
Yours faithfully, 


J. F. POWELL. 


[Our article was compiled from official sources as an indication 
cf the manner in which section 9 is likely to be applied by the 
Department of Trade and Industry; it is understood that the ` 
inclusion of newspaper clip~outs, in particular, within the defini- 
tion of ‘order forms’ is regarded by the DTI as a significant 
consumer protection: point. Following a number of queries, it ` 
has now been confirmed that the intention is that all order-forms, < 
whether issued by or to. the supplying company, should bear the 

statutory details. — EDITOR. Le o 


Gloucester. 
















November 23rd, 1972: 


Smaller Businesses in Europe 


Sir, — I was glad to read the article on ‘Smaller Businesses in 
Europe’ on page 411 of your October 5th issue. I am all too 
aware of the need to help small firms to improve and increase 
their knowledge of, and to facilitate their contacts with, the 
EEC and its institutions, and to help them to assess the effect 


THE 


ACCOUNTANT 


and the CBI staff have been engaged for some time in activit 
similar to those outlined in the article. Furthermore, sho 
any of your readers wish to have information concerning 
present position of the Bureau de Co-operation, or ‘Marr 
Bureau’, without travelling to Brussels, we should be delight 


to supply it. 


_that UK entry into the EEC is likely to have on them. The 
CBI Smaller Firms Council regards this as a top priority at this 


“time. 


However, your article fails to recognize the work which has 


already been done in this field; the CBI’s Smaller Firms Council 





‘OR all those interested in the valua- 

tion of shares in unquoted companies 
the residential conference held last week 
by the London and District Society of 
“Chartered Accountants would have been 
an enlightening experience. For those 
who attended at Eastbourne it certainly 
was! 

In the first place, most of the pro- 
ceedings were unscripted, under the 
chairmanship of Mr Halmer Hudson, 
F,C.A., partner in Robson Rhodes & Co, 
ably assisted by Mr Walter Hall, chief 
examiner, Shares Valuation Division, 
Estate Duty Office; Mr Frank Hancock, 
F.C.A., of Peat, Marwick, Mitchell & Co; 
and Mr Tim Lawrence, F.c.A., partner in 
Cooper Brothers & Co. Secondly, with 
Messrs F. Alan Bevis, M.A., LL.B., 
A.C.A., and Bruce Sutherland, F.c.a., both 
consultants on the subject, among the 
group leaders, the audience were stimu- 
lated to keep the speakers on their mettle. 


Opening address 
The opening address was given by Mr H. 
Gordon. Smith, F.c.a., partner in Keeling 
& Co, and a member of the Council of 
The Institute of Chartered Accountants 
in England and Wales, who gave some 
interesting viewpoints of the smaller 
practitioner. Mr Hudson then enumer- 
ated the occasions, principles (and excep- 
tions) on which share valuations are 
required, and circulated two check lists 
of. statutory provisions. The first dealt 
with income tax, corporation tax, capital 
gains tax, appeals, administration, estate 
duty and stamp duty, whilst the other set 
out those sections of the Finance Acts of 
1894, 1922, 1949, 1954 and 1965 that 
should be understood when considering 
an assets basis of valuation and the charge 
| on a close company regarding benefits 
received. 

By this means Mr Hudson brought to 
the notice of the speakers and audience 


London SWT. 


Valuation of Unquoted Share 


London and District Society’s Conference at Eastbourn 


the topics that would be discussed, rang- 
ing from approved share option schemes 
to disposal of shares in a close company 
to any person at an undervalue. Needless 
to say, section 55, Finance Act 1940, was 
often referred to when discussing a net 
assets basis of valuation, but Mr Hudson 
drew particular attention to section 22 (6), 
Finance Act 1922, when considering the 
constitution, purpose and status of a 
close company. 


Participation by all 


The second session of the conference 
formed the pattern of those to come; a 
panel of the speakers engaged in free 
discussion of various topics with the 
audience. The first subject was the 
comprehensive one of case law, the 


Mr Tim Lawrence, F.C.A., one of the speakers, /eft, with Mr Haimer Hudson, F.C.A., Conferen 
Chairman, Mr H. Gordon Smith, ’F.C.A., who gave the opening address, and Mr Frank Hancoc! 


F.C.A., also a speaker. 



































Yours faithfully, 

NICOLAS TATE, 

Regional Small Firms Director 
CONFEDERATION OF BRITISH INpuST 


principles laid down and the approach 
judges and experts, which gave ris 
the recounting of a variety of experient 
and viewpoints. 

Much sympathy was expressed ‘at’ 
news of the ill-health of Mr. T, 
Hamilton Baynes, opp, MA. PA 
former member of the Institute’s Council 
who was due to have participated in 
mock interview with Mr Walter Hall 
His place was taken at this particular 
session by Mr Hudson. Three furthe 
sessions were spent in discussing th 
practical aspects of share valuation, th 
factors involved and the tactics used i 
conducting negotiations. 

These discussions continued until th 
early afternoon of the second day of th 
conference when Mr Tim Lawrenc 
presented a case study for the audience 








Two group leaders take it easy. Mr B. W. Sutherland, F.C.A., /eft, and Mr F. A. Bevis, M.A., 


LL.B., F.C.A. 


tto work out in their discussion groups. It 
concerned a company, incorporated in 
= Great Britain, which had always acted 
solely as a holding company, the whole 
of the group's operations being carried 
` out by four wholly-owned subsidiaries. 
. The subsidiaries owned the freehold of 
four foundries which, it was considered, 
would continue to operate satisfactorily 
for many years and be able to cater for a 
reasonable increase in turnover without 
having to expand the existing productive 
facilities. 

‘Mr X’, chairman and managing 
director of the hypothetical holding 
< company for a number of years, in addi- 
tion to a certain amount of day-to-day 
“management, played a considerable part 

in developing contacts and customer 
goodwill almost to the date of his death 
on December sth, 1969. He was, how- 
ever, 76 years of age when he died and in 
othe last few years the group had suffered 
from a lack of continuity at senior man- 
agement level, there having been no 
fewer than five persons appointed as 
general manager from August 1967 until 
the date of his death. This undoubtedly 
accounted for the poor results which 
` were tabulated in the consolidated figures 
so ably and comprehensively presented 
by Mr Lawrence. The turnover was 
Maintained and indeed continually in- 
ereased, but the net profits had sadly 
declined. 


Interesting case study solutions 


o Details of fixed assets as at April 6th, 
1965, and December 5th, 1969, were 
given, together with shareholdings and 
¿P/E ratios and dividend yields as at 


April 5th, 1965, December 5th, 1969, and 
February 5th, 1970. The discussion 
groups were asked to (a) decide what 
holdings would have to be valued in order 
to calculate the estate duty and capital 
gains tax liabilities arising from the 
events described above; (6) to value Mr 
X’s shares for probate purposes; and 
(c) to estimate the capital gains tax 
liabilities arising from (a) and (6), on the 
assumption that the decision in re Lynall 
(deceased) (The Accountant, July 8th, 
November 4th, and 25th, 1971) had been 
in effect at all relevant times. 

On the final day of the conference, 


Left to right: Mr J. H. D. Campbell, MA F.C.A., Miss A. Hancox, Mr P. A. C. H. Phipps, A.C.A., 


and Mr T. M. H. Dalton, A.C.A. 
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` November 23rd, 1927 


each group leader was invited to report 
the figures agreed upon by members of 
his group in answer to the questions 
posed to them. The information was duly 
tabulated by Mr Hudson and projected 
on a screen and everyone eagerly listened 
to group leaders explaining the reasons 
for their respective reported figures. To 
be fully participative the speakers, indi- 
vidually and without collusion, then gave 
their own valuations and estimates and 
it was interesting to note that in each case 
these were lower than those of the groups, 
with the sole exception of that led by 
Mr A. A. Bradshaw, F.c.a. 


Tributes 


During the course of remarks made in 
closing the conference, Mr Halmer 
Hudson paid tribute to all group leaders 
and to the work and application that they 
had engendered in their groups. He was 
also most appreciative of the assistance 
he had received from the speakers, in- 
cluding the valuable contribution by Mr 
Walter Hall of the Estate Duty Office. 
Mr Hudson felt that the conference had 
been a good thing for audience and 
speakers because they had all been forced 
to apply their minds and knowledge, and 
to be able to discuss complex subjects in 
pleasant surroundings was of great benefit 
to everyone. 

A very sincere vote of thanks was given 
to the chairman, speakers and conference 
secretary by Mr Ian Blake-Thomas, 
A.C.A. The continuous ‘ad-libbing’ of the 
speakers, he said, had clearly demon- 
strated their profound knowledge and 
fluidity of approach to such a large range 
of confounding facets in a most difficult 
subject. 





United Kingdom Accountants’ Significant. 
Contribution to EEC 


Manchester Society's Annual Dinner 


TQ RITAIN’S chartered accountants are 
» LQ going to make a significant contribu- 
-tion to the European Economic Com- 
munity when they join the Common 
"Market, said Mr Douglas S. Morpeth, 
rn. B.COM., F.C.A., President of The 
Institute of Chartered Accountants in 
England and Wales, at the annual dinner 
of the Manchester Society of Chartered 
Accountants last week. 

He was speaking in response to a toast 
to the Institute and mentioned some of the 
difficulties that members of the profession 
would face when work within the 
enlarged European Community began. 

Accountants would have to heed a lot 
of changes when they joined Europe, 
and this would be a considerable chal- 
“lenge to the profession. The existing 
member countries had vastly different 

economic and social backgrounds and 
attitudes. 

They had already experienced a num- 
ber of years co-operating among them- 
selves and had achieved considerable 
economic progress. This had to be taken 
into account by British accountants on 
joining. Moreover, their achievements 
had been made despite the problems 
caused by the fact that there were already 
five separate languages within the Euro- 

` pean Community. When Britain joined, 
together with Denmark, there would be 
seven —a fact which would probably 
compound the difficulties. 

Another big problem would be to 
reconcile British economic growth with 
its continental counterpart and reach the 
growth standard which had been set here. 

The British accountant would not 
have to think it automatically followed 
that everything he was doing was right, 
while European methods were wrong. 
British accountants might have to look 

again at the state of their operations. 

But already the health of the profession 
in Britain compared favourably with 
accountancy in Europe. The whole of the 
accounting bodies in Europe presently 
totalled 22,000 members, compared with 

“77,000 in England and. Wales — 52,000 of 

= these in the Institute. So the standard 
and numbers of accountants on the con- 

«tinent was not nearly so high as in this 

--country. 

In Europe, they were regulated by 








government, while in Britain they were 
independent, although a degree of con- 
sultation with government had been 
developed. 

UK entry into the Common Market 
would have a considerable effect on the 
capital market structure of Britain, and 
district society committees would have a 
vital part to play in integrating the profes- 
sion into Europe. 

Earlier, Mr Morpeth said that we in 
Britain were living and operating in a 
society where the speed of development 
and change was accelerating rapidly. 
Accountants must be prepared to adapt 
and change correspondingly. They no 
longer juggled with figures for their own 
sake, but provided information which had 
to be fully understood by the user. 

Managements and investors wished to 
consider alternative courses of action for 
the future of companies, and accountants 
had to estimate results to enable them to 
make vital decisions. 

Although accountancy was already one 


of the major professions in the country 
was one with a great deal of growth s 
left in it. 

Earlier, in proposing the toast, 
Bamber, Stipendiary Magistrate 
Manchester, said that without be 
pompous, he could say accountancy ha 
always set a very high standard and righ 
so, because the public was very depen 
on the professions and their degre 
ability. He was confident from. whi 
had seen and heard that the stan 
would be maintained. ` 

Proposing the toast of the guests 
President of the Manchester Society. 
John M. Gilliat, B.A.(COM.), F.C.A., 
ferred to the loss of his presidential bad. 
This, he said, had been stolen, toget 
with his car, earlier this year, since wh 
there had been no sign of either. How 
the badge was being replaced by a 
one, and Manchester College of Art 
Design had been commissioned, ` ` 

Mr Kenneth J. Bridge, M.A., PLAT 
City Treasurer of Manchester, respond: 





Need for a Strong 


United Voice 


What Future for the Profession? 


HE accountancy profession in the 
United Kingdom needed to develop a 
strong, united voice. Responding to the 
toast of The Institute of Chartered Ac- 
countants in England and Wales at last 


Friday’s annual dinner of the Hull, East 


Yorkshire and Lincolnshire Society of 
Chartered Accountants, the President of 
the Institute, Mr D. S. Morpeth, T.D., 
B.COM., F.c.A., referred to the failure of 
the integration scheme in 1970. It was a 
great pity, he declared, that the enormous 
amount of effort from so many people 
had been wasted. 

It was becoming ever more clear to 
him, he said, that in this developing 
economy the accounting profession 
should stand as one if it was going to 
achieve its full potential development. 
Nowhere was this more apparent than in 
dealing with the problems arising from 


our entry into the European Econom 
Community. There were obviously 1 
plans as yet for ‘another go’, but 
thought they would have to learn to gra‘ 
this nettle in the not-too-distant future 
As a second problem area, inflation hi 
helped to play havoc with the Institute 
finances three years ago. The proble 
was not helped by the imminent out 
of the integration vote, since the Insti 
had decided not to go for a subserip' 
increase until that was settled. Th 
finances were now back on aneven k 
but Mr Morpeth warned that they m 
keep a firm eye on the effects wi 
inflation might have. 


Accounting standards SS 
Thirdly, the Institute had been criticise 
over the wide variation in results an 








ccounts of companies which could arise 
cording to the accounting conventions 
osen, As a result of these criticisms, the 
ite had set up the Accounting 
ndards Steering Committee to narrow 
areas of difference. This was an 
ample of joint co-operation with the 
other main accounting bodies who had 
een invited to join. The committee, 
id-the President, had received wide 
eclaim. 

He believed that the system of exposure 
rafts and the objectives and output of 

is committee had set the pattern for 
continued development and improvement 

{financial reporting. The Institute, he 
said, had emerged from this period full of 

gour and ideas and having learned some 
essons, 

‘They recognized that the world was 
hanging rapidly and that they must 
hange with it. A member who died 
recently [the late Mr G. R. Freeman, 
DE, F.C.A.], was born before the 
stitute began, and qualified 75 years 








* ago. Could he have foreseen 





Institute would be like today? Similarly, 
could the new member of today foresee 
what the next 20 years wculd bring? 
Unless they were all open-minded to 
change and development and new ideas, 
then, as a profession, the long and 
prestigious development ahead, which 
the late member had when he qualified, 
might not be there for today’s members. 


European challenge 

Of the great challenge of Common 
Market entry, Mr Morpeth said that 
EEC at present comprised six countries. 
Five spoke different languages, and each 
had different economic and social back- 
grounds and attitudes of mind. 

They had already had some years’ 
co-operation among themselves — and, 
through co-operation, had achieved con- 
siderable economic progress. 

The accounting profession in Europe 
presented a united voice through the 
Group d'étude, which had been operative 





what the 





for about : 12 years, but their own member 
ship dated from only last October. They 
were therefore somewhat late on the 
scene to influence directives which had 
already been issued, and which collec- 
tively, if unaltered, would have a con- 
siderable and, he believed, detrimental 
effect on the development of the UK 
programme of accounting standards; 

on existing requirements of financial 
reporting; and therefore on the whole 
capital market structure in the UK. It 
was essential to ensure that harmonisation 
did not lower standards on either side. 

They needed to develop a strong and 
united accounting voice in the UK, and a 
strong and united Institute, and this 
could only depend on the participation, 
interest and support of its members. 
District societies would play an increasing 
and vital role in this. 

Mr Malcolm Strachan, F.c.A., Presi- 
dent of the Society, proposed the toast of 
‘Our guests’, and the Rt Rev. H. L. Higgs, 
M.A., Bishop of Hull, responded. 





Varwickshire 


Society's 


5th Anniversary 


HE Warwickshire Society of Char- 

tered Accountants held its 2sth 
inniversary dinner at the Hotel Leofric, 
oventry, ast Thursday. 
` Proposing the toast of the Society, Mr 
~ Anthony Lee, F.c.a., President of the 
Birmingham and West Midlands Society 
of Chartered Accountants, said: ‘The 
new Society started with 36 members and 
w has an official membership of 
approximately soo, From the beginning, 
the committee has arranged a programme 
of events of wide interest to members 
nd these efforts continue with your 
esent committee. In nine days’ time I 
w you have a one-day conference on 
€ 1972 Finance Act. 
‘Congratulating the Society, Mr Lee 
added that a toast to the Warwickshire 
Society would not be complete without 
upling with it the name of Col Leech. 
He was the founder member of the 
branch — as it then was ~ in 1948 and 
was also its first Chairman. 
"` Mr Lee went on to speak of the future 
d said that the Institute’s new pro- 
sals for district societies envisaged a 
eral structure. In the case of the 
rmingham and West Midlands Society 
s would mean Birmingham having its 

















own branch society on a par with the 
other branch societies in the district 
society area, including Warwickshire. 

Each branch society would nominate 
representatives to a federal district society 
committee. The precise function of this 
committee had not yet been determined 
but he believed that such a district 
society committee should concern itself 
only with co-ordination and general 
policy, leaving branch societies to execute 
that policy. In this way it was to be hoped 
that branch societies would feel that 
they had more direct access to the Insti- 
tute and thus more members would be 
encouraged to participate in its activities. 

Lt Col R. B. Leech, M.B.E., T.D., F.C.A., 
replied to the toast. 


A matter of communication 


Mr Kenneth Sharp, T.D., MA., F.C.A., 
Vice-President of the Institute, replying 
to the toast of the Institute proposed by 
Sir Jack Scamp, D.L., J.P., said that the 
majority of industrial disputes arose from 
misunderstandings: the vast majority of 
managers and employers were reasonable 
men; the same applied to the vast majority 
of employees. It was, however, noticeable 


that where the gap between the man at the 
top and the man at the work bench was 
separated either by a large number of 
managerial layers or by a big physical 
distance, or indeed by both, the chances 
of an industrial dispute developing into a 
serious confrontation were significantly 
greater. This could be illustrated quite 
simply by observation — how much more 
frequently do strikes occur in large com- 
panies than in family businesses. 

Continuing, Mr Sharp said: ‘As ac- 
countants: we are big in the communica- 
tions industry. Our purpose is to explain, 
by way of figures, what is happening to a 
business; but when we explain it by way 
of figures, too often does the result appear 
to the lay person to be incomprehensible, 
and therefore to be treated with suspicion; 
yet the story of a business, whether 
expressed in figures or expressed in some 
other way, is the story of the people 
who are in that business. It is the story 
of the workers, of the management and of 
the shareholders. Behind the figures there 
is always a reality. The events we record 
are real. We measure the achievements, 
and failures of people. Accountancy is 
about people. 

‘If, therefore, we make the story 
comprehensible it may well be that we 
as a profession can make a significant. 
contribution to the improvement of 
industrial relations.’ 

The toast of the guests was proposed 
by Mr K.J. Hall, r.c.a., President of the 
Warwickshiré Society, and Canon D. M. 
Davies replied. 









How to keep the family busine 
inthe family. 





Findine the 
cash to meet 
estate duty | 


Estere Duties Investment Trust Limited i - 
Piercy House. 7 Copthall Avenue London EC2R 700 Te! 01-628 4040 


A family business can be as mortal as Out booklet tells youall aboutus. And 


the chief shareholder. you can pick it up at one of our o branches 
We can help. around the country. 
(It won't be any new experience. Or you can contact us at: 
We've been helping shareholders in private Piercy House, 7 Copthall Avenue, 
companies to provide for death duties for London EC2R 7DD. 01-628 0381. 
nearly 20 years.) EDITH 
Estate Duties Investment Trust Ltd. 


Birmingham, Brighton, Bristol, Cambridge, Cardiff, Edinburgh, Glasgow, Leeds, Leicester, 
Liverpool, London, Manchester, Newcastle, Nottingham, Reading, Sheffield, Southampton, Wolverhampton, 































You could have these 
letters after your name 


with SOA 


guaranteed tuition 


Qualifications are the key to success. Without them, you 
could stay in the same old rut for years. With them, the way 
to the top is wide open. 

Were now offering you a home study course with a 
unique benefit: a course which guarantees to coach you 
until you get the qualifications you need! It’s a fact! We go 
on coaching you until you pass your exams. And thousands 
have already passed through The School of Accountancy + 
thousands of successes in professional examinations ! 70 major 
prizes, including 20 S. Laurence Gill Prizes, 29 Leverhulme 
Prizes, 13 Donald L. Moran Prizes, 10 George Russell 
Prizes and many more. Last year many of our students 
re-enrolled for further qualifications after passing their 
examinations ~ and many more of our enrolments were 
ntirely the result of recommendations from former SOA 
“students. Once you’ve experienced success through SOA, 
you'll realise there’s no reason why youcan’t go right to thetop. 

With the School of Accountancy you study in your own 
home, at your own time, at your own pace. All material is 
‘specially designed to develop individual potential. You are 
‘coached by a tutor who is a highly qualified expert in your 
field. He will guide you through the course and the model 
answers, step by step. And give you advice on exam 
techniques. 

Find out about the School of Accountancy. Fill in this 
coupon and send it off today — your first step on the road to 
“Success. 

- Your way to success starts here! 
a a a TO A mmm wm mmm mmm vm a mmm men mmm vm mag 


| Post this coupon today to: | 


The School of Accountancy & Business Studies, | 
nm Regent House, Stewarts Road, London SW8 4UJ 


ke 107a Regent House, 341 Argyle Street, Glasgow G2 8LW. 
Subject or Examination 
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The School of Accountancy | 
& Business Studies ssr. r910 | 


Accredited by the Council for the Accreditation l 





Lady Resident 
Gowe ` 
your Support 


For many years the great ones of the land 
have asked you to support our annual appeal. 
This year, as one of the nine hundred elderly 

residents of the Methodist Homes for 

the Aged, | thank you for your generosity 

in the past and trust you will be able 
to continue your help. 

There are now thirty Homes and | feel 
| am greatly privileged to spend my old age 

in such comfortable, happy and friendly 

circumstances. There are many thousands who are 

not so fortunate and it is for their sake 

| appeal for funds to build even more of these 
truly wonderful havens of freedom and security. 


Please bring this appeal to. the attention of your clients 
when they consult you concerning legacies or codicils. 


Ku 
(Methodist 
(Homes for the Aged 


General Secretary: Rev. R. J. Connell, M.B.E. B.A., B.D. 
1 Central Buildings, Westminster, London SW1H SNS 
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STUDENT ROUNDABOUT 





ACCOUNTANT 


A Charter for Practical Experience 


by PETER R. PENNINGTON LEGH, President, ACASS 


HIS professional body of ours — 
The Institute of Chartered Account- 
ants in England and Wales — needs a 
“Charter for Practical Experience’. It is 
“perhaps systematic of the strengths and 
weaknesses of the Institute that the need 
` for such protections exists not only before 
` qualification but post-qualification as well. 
There are many aspects of training, 
education and conditions of employment 
which cannot be contained in Institute 
policies for various political and ad- 
ministrative reasons. ‘Input’ standards 
are often left to external pressures, market 
forces, or ‘output’ motivated people and 
organizations. It is sometimes necessary 
o to supplement the intangibles such as 
professional integrity and implicit con- 
trols by more tangible explicit criteria. 
The majority of firms are fair, reasonable 
employers who live up to the expectations 
of the Institute and trainees in all but a 
few aspects. But what of the minority? 
It is the few unscrupulous employers who 
do the profession no credit and who, by 
their actions, necessitate the establishment 
of standards for training and conditions 
~an indictment of the old school-tie 
system, perhaps. 


Abdicating responsibility ? 
+ The maintenance of standards — academic, 
technical and ethical ~ are an essential 
part of a profession. The assumption that 
being articled to a member of the pro- 
fession will ensure certain standards is 
an example of an implicit control over 
the intake of the Institute. Yet it is in 
this one all-embracing pre-supposition 
that education, training and conditions of 
employment are contained. Perhaps cir- 
cumscribed would have been a petter 
word, because the abdication of responsi- 
bility for training by the Institute and 
the prevention of a free market.in em- 
ployment leads to many misuses of the 
System. 

This cannot be denied, yet as a fact it 
. is ignored, and the disparities and 


FOR C.A. 


of postal tuition experience and 


inequities combine to bring discredit 
to the standing of the Institute and, by 
encouraging poor standards, inhibit the 
advancement of the profession. I am 
told, “Don’t rock the boat’, and ‘Isn’t the 
Institute doing well enough as it is’. 
How complacent are those who confuse 
the security of the status quo with the 
stagnation of inactivity and unwillingness 
to change. 


Guidelines 


If standards are to be maintained (and the 
assumption I have mentioned relied 
upon) there is need for guidelines for 
training. If a trainee falls below a 
certain level or if a principal does not 
provide conditions and experience up 
to a certain standard, then the Institute 
must be aware of these shortcomings 
and be able to take remedial action. To 
maintain minimum standards, the In- 
stitute should seek to implement: 


(1) The compulsory introduction of the 
Training Record with provisions for 
monitoring interim submission and 
trainee counter signature. 

(2) The submission to the Institute by 
principals proposing to take on a 
trainee of a programme for the 
trainee’s education and experience 
and a description of the conditions of 
employment he will encounter. 

(3) The inclusion of minimum criteria 
of conditions, practical experience, 
study leave, etc., in the articles of 
clerkship backed up by strong 
recommendations. 

(4) Any principals or firm offending 
these minimum standards of experi- 
ence or conditions of employment 
should be prevented from employing 
articled clerks. This is admittedly 
a severe attitude yet it is not un- 
reasonable to suggest that the level 
of practical education and welfare of 
students should be the immediate 
concern of the Institute. 


These measures are aimed at the 
present system yet can equally be 
applied to the system ACASS propose, 



































and in any charter for practical education 
it should at least be envisaged that the 
anachronistic structure of articles be 
replaced by a training programme. For 
isn’t this what the Institute should reall 
be after? 

The Institute exists for the creation 
measurement and maintenance of stand. 
ards. In all its spheres these standard: 
should be as high as possible. In are 
such as entry standards, appraisal tech 
niques and academic and technical. 
understanding, the levels have been less 
than adequate. Yet in one basic field 
that of practical experience, it is para 
doxical that students recognize the nee 
to do away with the foolish assumption 
that standards will remain static an 
do not require constant improvement. 





LONG-RANGE INQUIRY INTO 
EDUCATION 


A LARGE number of examination o 
didates within the profession this Novem 
ber and December are being asked 
complete a questionnaire about. th 
education and training. The examinee 
concerned are those sitting in the UK ‘fo 
the English Institute’s Part H Fin 
the Association’s Part V Final and. 
ICMA’s Part V Final. The answers co 
provide an invaluable factual base for 
long-range inquiry into education an 
training for the accountancy professio 
which is being sponsored by the Ad 
visory Board of Accountancy Educatio: 
In addition to the questions on educatio 
and training, the questionnaire also pos 
questions about the reasons for th 
candidate’s choice of an accountin: 
career and about his subsequent career 
plans. 
Professor Solomons, director of ah 
long-range inquiry, says that a goo 
response to the questionnaire is of the 
greatest importance to the success of the. 
inquiry. He points out that, though th 
time required to complete the question 
naire is not negligible, it is only a fractio: 
of the total time each candidate will hav 
devoted to his preparation for entry into 
the profession. There is an opportun 
at the end of the questionnaire fo 
respondents to express their views. o 
any aspect of their preparation for- 
career in accountancy. 
All replies are anonymous and the nam: 
of any respondent cannot be traced. 


AN RRC HOME STUDY COURSE provides. the simplest answer. Backed by 43 years 
over 220,000 passes, it assures your success in all the 


principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
ppreciation, Costing, G.C.E., Law, Local Govt. Marketing, Secretaryship, .etc. 
Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 ADS 


EXAM 
PASSES 


61-947 2211 


Accredited by the Council for the Accreditation of Correspondence Colleges 
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` LONDON’S SPECIAL MEETING 


Tue agenda for the special general 
` meeting of the London CASS to be held 
at 6 pm on Tuesday, December sth, in 

he Council Chamber of the Institute will 
-shortly be sent to all members of the 
- Society. 
As already announced (‘Roundabout’ 
une 29th), the purpose of this meeting 
is to receive the report and recommenda- 
ions of a special sub-committee which, 
t the annual general meeting on June 
th, was appointed to draw up a new set 
f rules for the Society. 



























EVENING LECTURE 


On December 6th, there will be an 
evening lecture for Part II students 
when Professor J. R. N. Stone, Leake 
- Professor of Finance and Accounting, 
` University of Cambridge, will speak on 
‘Economics — the relevance of classical 
` theories today’. The meeting will be held 
at the Young Professionals Club, 6 Great 
_ Newport Street, London WCa2, at 6 p.m. 


SOUTH-WEST ESSEX GROUP 


Mr Dovctas Sims, F.7.1.1., of the London 
School of Accountancy, will be speaking 
on ‘Income tax and surtax — personal 
Ge at the next meeting of the 
South-West Essex Chartered Accountants 
Students’ Group of the London CASS, 
o be held on Wednesday, November 
2gth, at the Angel Hotel, 109 High Road, 
Ilford, Essex. 
The meeting commences at 6.45 p.m. 
and free sandwiches will be available 
rom 6 p.m. 


INITIATIVE AT READING 


Following the success of its joint lecture 
programme last year with members of the 
öcal Certified Accountants Students’ 
‘Society, the Reading Branch of the Lon- 
don CASS has again organized a similar 
programme for 1972-73. Lectures are 
held on a fixed date each month at 
Reading and Slough. 

On the first Monday of each month 
meetings take place in the Palmer 
Building, Reading University, while on 
he third Wednesday of each month, the 
venue is Slough Technical College. All 
€ctures are timed to start at 7 p.m. and 


the remaining ones up to the year end 

are as follows: 

Monday, December 4th (Reading): 
planning’, by Mr D Simms, F.7.1.1. 

Wednesday, December 13th (Slough): ‘Prac- 
tical auditing and life assurance’, by Mr 

M. Ray-Smith, F.c.c.A. 

In addition to the regular series of 
lectures, a three-day course is to be held 
in January at the Oxford Polytechnic. 

Further details concerning the course 
and the activities of the Branch are avail- 
able from Christopher Morton, 52 
Cockney Hill, Tilehurst, Reading. 


“Tax 


SHEFFIELD’S ANNUAL DINNER 


Proressor E. A. LOWE, B.SC.(ECON.), 
F.C.A., F.C.L8., Professor of Accounting 
and Financial Management at SheMeld 
University, will be the principal guest 
speaker at this year’s annual dinner of 
the Sheffield CASS to be held on Decem- 
ber 7th, at the Grosvenor House Hotel, 
at 7.30 for 8 p.m. 

Other speakers will include Mr Frazer 
Hines, of Yorkshire Television, and the 
Society’s President, Mr BR. W. Allott, 
B.A.(ECON.), F.C,A. Tickets, price £2775, 
are available from the Society’s dinner 
secretary, S. M. Korklin, 107 Bents 
Road, Sheffield, Gut obt. 
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JOHN FOORD & COMPANY 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF. ASS ETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. _ 


All Good Things . 


OR those of you that need luck I wish you the best of it.’ With those words |. 

the ‘intensive tuition’. course I have been attending was brought to a close.” 
The significance of the quotation is that the speaker — a well-known tutor — was | 
quite convinced that his students were so well prepared technically and psycho- |: 
logically for the November examinations that Lady Luck would be out of a job. ` 
The actual results will be the litmus test. 

You know how school kids are at the end of their last term — well it was: Seet GG E 
the same here. The tutors were rushing around red-eyed with grief, their pockets | 
stuffed with man-sized tissues, bidding farewell to their favourite students as 
though it were in each case their only son setting out on a particularly hazardous 
journey. However, not all students get the same treatment; prior to the end of 
each course the tutors draw up an ‘au revoir’ list of those whose course results 
were weak (i.e. students who will probably be re-sitting in May) and who, no 
doubt, will be coming again for some more ‘intensive tuition’. 

Well, it was great to be away from the office åt their expense and our benefit, 
Articles have their advantages; it must surely be the only integrated training and ` 
‘educational’ profession in the world that trains so many and yet ends up ` 
employing so few. This is a sign of strength, not of weakness, and I for one hope 
that the profession continues to improve in the falfilment of this important 
role for the benefit of business in general. 


INSTITUTE OF TAXATION 
Student Lecture Programme 
The Council of the Institute of Taxation 
is currently holding a series of lectures 
in London designed to assist registered 
students who are preparing for the exami- 
nations to be held in May 1973. It is 
thought that the series will assist candidates ` 
for both the Intermediate and Final stages 

of the Associateship examination. 

The remaining meetings are as follows: 
December 14th: ‘Capital gains tax’, Mr 

P. A. Stitt, A.C.A., F.T.1.1. (Member of 

Council). 

January 18th: ‘Partnerships’, Mr D. F. 
Airey, A.C.A., F.C.C.A., F.T.LI. (Member 
of Council). 

February 15th: ‘Capital allowances’, Mr 

J. Ring, B.cOM.(HONS.), A.C.A., PPI, 

March rsth: ‘Estate duty’, Mr BR P. Ray, 
B.SC.(ECON.), FrIt (Member of 
Council). Solicitor of the Supreme 
Court. 

The meetings will be held at the 
Kingsway Hall, Kingsway,London WCa2, 
commencing at 6 p.m. 

Brief notes on the lectures topics will 
be provided at each meeting. Registered 
students wishing to attend should apply © 
to the Institute Secretary, Cliffords Inn, 
London EC4A 1DE. f 























01-262 2473-8 
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PROFESSIONAL NOTICES 


Kotak & Co, Certified Accountants, 
formerly of 12 Loring Road, London 
Nzo, have moved to Suite 30 Dryden 
Chambers, 119 Oxford Street, London 
WR "DA. telephone: 01-437 0195. 


Hotpen Howarp & Co, and Maurice 
‘Thompson & Co, Chartered Accountants, 
announce that as from November 24th 
their address will be Elizabeth House, 
2 Fulwood Place, London WCrV 6HG, 
telephone: 01-405 8955. 

RB Davis & Co, Chartered Account- 
ants, announce that Mr L. W. J. Fuss, 
‘FCA, has been admitted into partnership 
with efect from November 1st, 1972. 


OIDDEARDEN, LORD, ANNAN, MORRISH, 
Chartered Accountants, announce with 
regret the death on November 7th, 1972, 
of Mr Grorrrey F. Hurr, F.c.a., who 
had been a partner in the firm and of two 
of its predecessor firms, Lorp, Fosrer & 
Co and. Barnes, Dunn & BouGHTON 
Since 1955. 


APPOINTMENTS 


Mr Charles W. Bingham, T.D., JP., 
F.C.A., has been appointed a local director 
of the East Midlands regional board of 
Old Broad Street Securities, the merchant 
bankirg arm of United Dominions 
Trust. 


Mr R. J. Crichton, A.C.A., has become 
financial director of Ensor (Sandbach), 
Ensor (Woodville) and Ensor (Transport), 
members of the Ensor & © (Holdings) 
group “of Cheshire. 


“Mr Michael Julien, A.C.A., is to become 
treasurer. of British Leyland Motor 
Corporation as from January ist, 1973; 
he will be responsible to Mr John 
Barber, a deputy managing director of the 
Corporation and director of finance and 
planning. 

Mr C. O. Liddell, A.C.A., on acquiring 
control of Synthetic and Industrial 
Finishes Ltd, 
heroe managing director. 


of Watford, Herts, has- 


Mr André W. Potier, F.C.A., ALLL, 
has been appointed chief accountant of 
the British Institute of Management. 
Since 1965 he has been chief accountant 
and secretary of the Le Bas Tube Co. 

Mr John Scanlon, F.c.a., currently 
chief executive of Robert Woodson Ltd, 
has taken on the additional responsibili- 
ties of deputy chairman, and becomes 
chairman of Woodson’s subsidiary com- 
panies. 

Mr Keith Stack, F.c.a., has been 
appointed a director of Mann Egerton 
& Co. 


THE ASSOCIATION OF 
CERTIFIED ACCOUNTANTS 


Education Secretary Appointed 


Mr F. H J. Wileman, opp, LL.B., 
F.C.L8., formerly consultant in adminis- 
trative and management studies, The 
Open University, has been appointed 
Secretary (Education) of The Association 
of Certified Accountants. 

From 1956 until the merger in April 
1970 with the Institute: of Chartered 
Secretaries and Administrators, Mr 
Wileman was Secretary-General of The 
Corporation of Secretaries. 

A governor of the Polytechnic of the 
South Bank and other colleges, he was 
formerly deputy chairman of the Southern 
Regional Advisory Council for Further 
Education and a member of the National 
Advisory Council for Education in 
Industry and Commerce. 


TEACHING FELLOWSHIP AND 
GRADUATE STUDENTSHIPS 


The closing date for applicants for one 
P. D Leake Fellowship (£2,500 p.a.) 
ard up to seven Lavy and P. D Leake 
Graduate Studentships (£1,100 p.a.) 
offered to qualified accountants to operate 
for up to two years from September 
1973 has been postponed to Monday, 
February roth, 1973. Applicants must be 
United Kingdom or Eire citizens, under 





30, and membe of one òf ther major 0 
accountancy bodies. 

The awards are limited to thos 
interested in a teaching career, who wisl 
to study for a Master’s degree in finane 
and accounting. 

Details are obtainable from the Secré 
tary, P. D. Leake Committee, The: 
Institute of Chartered Accountants in 
England and Wales, Chartered Account: 
ants’ Hall, Moorgate Place, London 
EC2R 6EQ 














SOUTH-WEST ESSEX GROUP 


The next meeting of the South-W 

Essex Group of Chartered Accountants 
will be held on Thursday, December 7th 
at 6.15 p.m. for 6.45 p.m., at Nan’ 
Pantry, 772 Eastern Avenue, Newbury 
Park, Ilford, when Mr R. H. Tys 

one of HM District Inspectors of Taxes 
will speak on ‘What the Revenue looks — 
for in the examination of accounts’, 


CERTIFIED ACCOUNTANTS’ ` 
CONFERENCES ON VAT | 


The Association of Certified Accountants 
is holding a one-day conference on the 
subject of VAT at the Connaught Room: 
Great Queen Street, London WCS, on 
Friday, December rst. The fee is rs 
for members of the Association and {15 
for non-members and includes lunch 
coffee and tea. 
In addition, the following conferences 
are scheduled for 1973: 
‘VAT for Practising Accountants’, 
Connaught Rooms, January rith, 
Midland Hotel, Manchester, January 
18th. ee 
‘The New Corporation Tax’, 
Connaught Rooms, January 25th, 
Midland Hotel, Manchester, February 
Ist. 
‘Personal Taxation and Tax Planning’, 
Connaught Rooms, February 7th, 
Midland Hotel, Manchester, F Ke: 
15th. 





THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Disciplinary Proceedings 


Disciplinary Committee = Hearings on 19 September 1972 


1. Martin Coleman, A.C.A., of 22 Hacton 
Drive, Hornchurch, Essex, 
` (a) having when judgment had been 
entered against him and another 
in a County Court on 14 April 
1972 in the sum of £36-27. failed 
by 14 July 1972 to satisfy the said 
judgment debt 
(6) and having failed within four 


months of the same becoming due 
to pay a subscription for the ye 
1972 payable by him to the J 
stitute under clause 11 of t 
Supplemental Royal C erter. an 
bye-law 41 

was EXCLUDED from membership. ` 


2. “Stanley Lawson, A.C.A., of ` 








arebury Lane, Edgware, Middlesex 
ving been found guilty of 
defaults discreditable to a member 
in that he between 28 March 1969 
and 27 April 1972 improperly and 
without authority took. and used for 
his own purposes sums totalling 
£12,330 the property of various clients 
of the firm of chartered accountants 
> in which he was then a partner 
Was EXCLUDED from membership. 





3. Loizos Shakallis, A.C.A., of 22b 
` Evagoras Avenue, Famagusta, Cyprus, 
having been found guilty of an actor 
-default discreditable to a member 

"7 in that he caused to be inserted ina 
Cyprus newspaper an advertisement 
of the fact that he was a chartered 
accountant and had an office in 
Famagusta at which he undertook 
1 professional work 
"| Was REPRIMANDED. 

















4. A member having been found guilty 
of acts or defaults discreditable to a 
- member 

` in that he without good cause failed 

to reply within a reasonable time to a 
„letter addressed to him in his pro- 
` fessional capacity on 10 March 1972 
-by a firm of solicitors 

"ADMONISHED but the Committee 
idered that there existed special 
cumstances justifying the omission of 
is name from the publication of the 
` Finding and Decision. 





5. A member having been found guilty 

of acts or defaults discreditable to a 

"member 

(a) in that he without good cause failed 
within a reasonable time to reply 
to a letter addressed to him in his 
professional capacity on 4 February 
1972 by a Mr X 

(b) and in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
on 3 March 1972 by the Institute 
concerning a complaint made as 
to his professional conduct by a 

former client 

| Was ADMONISHED but the Committee con- 

_ sidered that there existed special. cir- 

_ cumstances justifying the omission of his 

name from the publication of the Finding 

«and Decision, 





D. A former clerk under articles having 
been convicted on two charges of 
theft 

_ Was DECLARED UNFIT to become a member 
of the Institute but the Committee 
considered that there existed special 
_ circumstances justifying the omission of 
his name from the publication of the 
_ Finding and Decision. 





5 e 3: 
acts or 











1. John Dundas Bryce, F.c.a., of 4 
Pinehurst Road, Constantia, Cape, South 
Africa, having failed to pay his sub- 
scription to the Institute within the 
required period 
in that he failed within four months 
of the same becoming due to pay a 
subscription for the year 1972 payable 
by him to the Institute 
was EXCLUDED from membership. 


2. Reginald Percival Carruthers, F.C.A., 
of ‘Langdon’, 54a Chester Road, Helsby, 
Lancashire, having been found guilty of 
an act or default discreditable to a member 
and having failed to pay his subscription 
to the Institute within the required period 

(a) in that he having on 27 April 1972 

drawn a cheque for £18 — in 
payment of his annual subscription 
to the Institute on his account with 
a bank failed to ensure that there 
were sufficient funds in the said 
account to meet the said cheque on 
presentation 

(b) in that he failed within four months 

of the same becoming due to pay 

a subscription for the year 1972 

payable by him to the Institute 
was, varying the decision of the Disci- 
plinary Committee, REPRIMANDED. 


3. A member having been found guilty ` 


of an act or default discreditable to a 
member and having failed to pay his 
subscription to the Institute within the 
required period 


Disciplinary Committee - Hearings on 1 8 July 1972 
Appeal Committee — Hearings on 24 October 1972 





(a) in that he having on or about 1 May. 
1972 sent to the Institute a cheque 
for £18 — drawn by him on his 
account with a bank in payment 
of his annual subscription o the: 
Institute, which cheque was re- 
turned by the said bank on 9 May 
1972 marked ‘post-dated’, being ` 
dated 29 May 1972, without good 
cause and despite a request made to 
him by the Institute, failed to amend 
the date of the cheque and return it 
to the Institute for representation.’ 

(b) in that he failed within four months « 
of the same becoming due to pay a 
subscription for the year 1972 
payable by him to the Institute 

was, varying the decision of the Disci- 
plinary Committee, ADMONISHED. but the 
Committee considered that there existed 
special circumstances justifying the omis- 
sion of his name from the publication’ of 
the Finding and Decision. 


4. A member having failed to pay his 
subscription to the Institute within the 
required period 

in that he failed within four months © 

of the same becoming due to pay a 

subscription for the year 1972 paya 

by him to the Institute y 
was, varying the decision of the Disc 
plinary Committee, REPRIMANDED but 
the Committee considered that there 
existed special circumstances justifying: 
the omission of his name from the” 
publication of the Finding and Decision. 











- 





Disciplinary Committee — Hearings on 25 July 1972 
Appeal Committee — Hearings on 2 October 1972 


1. Peter Arthur Storrey, F.C.A., of 

Marlborough House, 14 Cranmer Street, 

Nottingham NG3 4GL having been 

found guilty of acts or defaults dis- 

creditable to a member 

(a) in that he despite having been 
reprimanded by the Disciplinary 
Committee on 21 March 1972 for 
failure to reply to a letter addressed 
to him in his professional capacity 
on 15 July 1971 by a firm of 
solicitors, had not by 5 June 1972 
replied to that letter 
(b) in that he despite having been 

reprimanded by the Disciplinary 
Committee on 21 March 1972 for 
failure to reply to a letter from the 
Institute concerning a complaint 
made against him by a firm of 
solicitors, without good cause failed 
to reply to a further letter addressed 
to him by the Institute on 27 April 
1972 concerning that complaint 

was EXCLUDED from membership. 

Arthur 


2. Horace Tewksbury 


Goodfellow, F.c.a., of Manfield House, 
376/379 Strand London having been 
found guilty of acts or defaults dis- 
creditable to a member and having failed 
to pay his subscription to the Institute 
within the required period 
(a) in that he without good cause failed 
between 13 January i972 and 
2 June 1972 to reply to a letter | 
addressed to him in his professional 
capacity on 13 January 1972 by a 
firm of solicitors who were acting 
for a client of his ae a: 
(b) in that he without good cause failed ` 
within a reasonable time to reply 
to a letter addressed to him by the 
Institute on 21 April 1972 con- 
_ cerning a complaint made against 
him by solicitors acting for a client 
of his 
(c)in that he failed within four 
months of the same becoming due to 
pay a subscription for the year 1972 
payable by him to the Institute 
was, varying the decision of the Disci- 
plinary Committee, REPRIMANDED. 
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AUCTIONS and VALUATIONS 
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Henry Butcher & Co 


59/62 HIGH HOLBORN, LONDON WC1V 6EG 
Telephone 01-405 8411 


NORTHERN OFFICE: 33 SALTAIRE ROAD, SHIPLEY, YORKS}BD18 an 
Telephone Shipley (STD 0274) 57444 








To make realuse 
of the money market you need two things- 


Money and 
Long,Till& Colvin. 


When you have money that requires 
professional advice in placing-—-normally 
£100,000 or more—come to us. 

We are in closest possible touch with all 
areas of the money market—short and long 
term deposits with local authorities, banks, 
the purchase and sale of sterling certificates 
of deposit, deposits with finance houses and 
leading companies. 

Our dealing rooms in London, Manchester 
and Edinburgh provide direct and immediate 
market information and competitive dealing 
opportunities. 

Get in touch with us—we’ll make your 
money work for you. 


Long Till 


& Colvin Limited 3. King Street, London, EC2V 8ER 01-606 4080 Manchester 061-228 3521 Edinburgh 031-225 6167 
Money Brokers A Member of the Sime Darby Group 





















GUARANTEES 7% 


























New Nationwide 
‘Bonus 7’ 

‘Bonus 7’--an entirely 
new plan that gives your 
clients the security of 
Britain’s third largest 
building society plus a 
magnificent 7°, interest, 
income tax paid. 

“Bonus 7’ has been specially 
designed for regular savers. 
People saving for their first home. 
People who want a nest egg for 
their retirement. 

Investors get the advantages 
of ‘Bonus 7’, whether they save 
as little as £5 a month or as much 
as £100. All they do is save the 
same amount regularly for the 


next 48 months. 
A M 


Nationwi 


Britain's third largest building society with funds exceeding t ł,000,000,0 


for Investment by Trustees. Member of the Building Societies Associ 


They'll have saved 
| in 48 months 
Building Society a 


brings your money to life 


Head Office: New Oxford House, High Holborn, London WCIN SPW. Tek G1-242 8822 





interest for four years saving 


High interest from 
the very first day 


From the first day that they 
begin “Bonus 7’, your clients’ 
savings will start earning a 
generous zl". interest, income 
tax paid. And that’s a guaranteed 
54°, even if they decide to stop 
saving and withdraw their money 
before the end of 48 months. 
If they keep on saving, after 48 
months they will receive a 14°), 
bonus credited for the whole 
period, adding up to a full 7°, 
income tax paid. 
Remember, interest rates on many 
other savings schemes are subject 
to change, but ‘Bonus 7’ interest 
is GUARANTEED for 4 years! 
Find out more now. Contact your 
local Nationwide branch manager. 
You'll find his number listed in 


d rour local Yellow Pages 
J EqualtolO% "ler Der 
gross at the new 
tax rate of 30% 
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- What ‘Bonus 7? GUARANTEES 


if they save this 
each month 
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Their ‘Bonus 7’ wili 
be worth 


| £2765 | £5530 
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Principals with the 
responsibility for training ` 
= newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 








All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 





Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





| 

e e | 

_ Metropolitan College unassailable record ` 
of Examination Successes | 
| 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES 
the College Accountancy Prospectus (stating the examina- For students who wish to participate in linked oral 


tion in which you are interested) to the Metropolitan Des 
College (A1), St Albans, or CALL at the London Advisory and correspondence tuition, the Luton College of 


Office, 30 Queen Victoria Street, London EC4N 4SX Technology and Metropolitan College now offer 
(01-248 6874). After office hours (5 p.m. Monday-Friday) these facilities. Please write to: Metropolitan 
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telephone messages are recorded electronically. College for details of various courses available. 


Metropolitan College, St. Albans 


Accredited by the Council tor the Accreditation of Correspondence Colleges. Founded 1910 
Member of the Association of British Correspondence Colleges. 
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Computers — Their Place Today? 


ENTION of the word ‘computer’ these days usually 
'Wldivides people into two groups. On the one hand 
“are those who passionately believe that the computer, and 
its related technologies, is one of the greatest gifts to man- 
kind; that through the savings in physical and mental 
labour it can achieve, and in the more effective managerial 
decisions that can be made, man can free himself from 
mundane routine operations; that in the computer’s 
i ability to absorb and assimilate great masses of data lies 
the] ower of controlling events in a large complex society. 

“Others see in computers a threat to their very freedom 
and a loss of individuality. Its very virtues become its dis- 

advantages ; ; the capacity to collect and assimilate more and 

more information when concentrated in a single authority 
points to an Orwellian ‘1984’ situation. Or, less spectacu- 
larly, they see the computer simply as a threat to the 
standards of service that have been enjoyed in the past. 
Hutber’s law, that improvement means deterioration, is 
amply illustrated where the use of a computer to 
‘effect improvements has led to a diminution in the quality 
of service to the customer. Anyone who has tried to 
change a bank standing order in recent years, for example, 
is well aware that the time required to effect that change 
is a good deal longer now than it was ten years ago. 

The real place of the computer in society today probably 

lies somewhere between these two views. Correctly im- 
plemented and controlled, it does have the capacity to 
assist mankind in general and businesses in particular in 
‘handling their affairs, and can facilitate the functions of 
government. Mishandled or used oppressively, it is not 
‘melodramatic to say it can lead to a totalitarian controlled 
society. True, such a control might well be exercised in the 
most benevolent manner; nevertheless, the role of the in- 
dividual in society would be compromised. 

Now, when the first flush of enthusiasm has passed and 
computers can be examined more objectively, it is perhaps 
a good time to question their ultimate role in our society. 
Do they have valid uses where beneficial gains can be 


made in cost saving and administrative simplicity, witho 
constituting a danger to personal or See security and 
individuality? 
In practical terms, for example, while the Inland Revenue 
centralization of PAYE records for computer processin 
might be an administrative advantage, is it beneficial wh 
one takes into account the remoteness of the tax assessme 
and collection agency from the taxpayer? In the longer te 
the existence of computerized income tax assessment and 
collection, social security, VAT, criminal records, car tax 
and licensing could, if the information is made inter- 
changeable, constitute the potential risk of everyone’ 
lives being controlled by the State. 
For the accountant and. businessman the issues are, o 
course, less philosophical and more practical, as next 
week’s Computer 72 exhibition at Olympia once again ` 
demonstrates (see preview on other pages of this issue) 
It is, however, important to bear in mind that the com: 
puter is only one of a range of different aids in the pro 
cessing of business data, and that the prime consideration | 
should be the efficiency of the business, both internally 
and in its relationships with others. 
Many of the computer installations in existence today 
have resulted from a simple choice merely to make use of 
its special characteristics — speed and processing sophis 
tication. Frequently, alas, fundamental problems were no 
adequately considered at the decision stage. The approac 
to EDP must. be more fundamental. What information, | 
and on what time scale, is required by management at 
various levels for decisions on planning and control if th 
organization is to meet its long-term objectives? What 
information flows should take place between the firm anc 
its environment? After all that, having made such ba: 
judgements, what data collection and processing is neces 
sary to provide the information? 
Only when this point has been reached should con 
sideration be given to which processing technique is most 
appropriate. The benefits and costs of each method and, 








its effect on the relationships with employees, customers, 
and suppliers must all be carefully considered. A computer 
used in the wrong situation may create a hostile attitude 
which may inhibit its use in another situation where it 
would be entirely appropriate. 
There is also a growing awareness of a need for much 
_ greater security in computer systems. The dearth of visible 
records, coupled with an ability to manipulate and process 
data, may be seen as welcome aids to those with evil intent. 
Vigilance and the control of both installation and programs 
are the weapons to be used to combat this danger. At the 






















HE issues of international monetary policy seem far 
removed from the daily problems of the professional 
accountant as well as the man-in-the-street..In fact, 
however, failure to achieve agreement among the world’s 
major trading nations on foreign exchange rates in the not 
too distant future can, and probably will, affect adversely 
the growth of world trade. This, in turn, would have 

serious implications for the British economy, in particular 
_ for exporting industries and their labour force. 

<The danger to industry from lack of international co- 
operation in this area is well brought out in a memorandum 
to the Government from the Council of the Confederation 
of British Industry. It stresses that if flexible exchange rates 
are ruled out as a means of regulating the national economy, 
then countries will be compelled either-to deflate to protect 
their reserves or adopt restrictionist policies. The British 
economy has had bitter experience of the effects of succes- 
sive ‘squeezes’ and ‘stop-go’, all due to the efforts of 
“successive governments to protect the reserves and sustain 

the parity of the £. 
_ However much it may be in the interests of the major 
trading nations to co-operate in ensuring a stable structure 
¿of exchange rates, it is idle to pretend that their views 
coincide on how this goal may best be achieved. For 
example, one potentially serious area of friction is to be 
found in the divergent outlooks of the EEC in its proposals 
for a European Monetary Union, and the International 
‘Monetary Fund on the subject of exchange rate margins 
and the development of a new reserve currency. 

It is only a matter of weeks since the British Government 
accepted, at the EEC summit meeting in Paris, a commit- 
ment to EEC policy on monetary union. Yet there is no 
question that Britain’s views on the desirability of letting 
sterling float are in conflict with the declared objectives of 
French policy in the field of international monetary policy. 
There are also differences of opinion as to the future role 
of gold in the world’s currency system. 

-Not surprisingly, the CBI expresses a strong preference 
. for a system of fairly flexible rates. It is clearly well pleased 


same time, as data transmission over the public telecom- ` 
munications system increases, and it becomes increasingly ` 
possible for computer to communicate directly to com- 
puter, the hazards are even more complex. The ‘phone- 


phreaks’ have shown how vulnerable are the public 
systems and codes to the accomplished electronic engineer. 
Is it too far-fetched to visualize the thief sitting in a com- 
fortable office in Paris extracting, gg a terminal, funds ` 
from, say, the giro system in London? It behoves managers. 
to see now that the data necessary for their firms to function 
and the cash needed for survival are not placed at risk. 


Exchange Rates for Growth 


with the present arrangement whereby sterling is permitted 
to float, but the CBI is fully aware that the consequent 
‘uncertain outlook for sterling is a cause of anxiety.’ It is 
undeniable that, but for the decision to let sterling float, 
recent events in the British economy would have forced 
the Government into another de jure devaluation. But. 
sterling cannot be allowed to float into the indefinite future. 

In the longer run ~ and this must mean some time next 
year — there will have to be some agreement between 
governments on the appropriate pattern of exchange rates. 
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At the same time, it is not simply a matter of agreeing 


parities, difficult enough though that will be; just as 
intractable is the problem of finding an acceptable basis 
upon which the rates of major currencies, which may find 
themselves in balance of payments difficulties, can be 
adjusted. 
The CBI memorandum fully recognizes that any 
entirely mechanistic method, such as.a virtual return to a 
gold standard, would be unacceptable. There is no question 
that on this issue the CBI is reflecting the views of govern- 
ment and labour, as well as its own members. On the other 
hand, it also recognizes the advantages of some element of 
automaticity in the adjustment process. After all, even the 
gold standard was not without its merits, as the French 
would be quick to point out. 


disorganized exchange markets is to be found in th 
approach of the International Monetary Fund. Whil 
approving of stable rates, this would permit a wider margin 
of flexibility than the EEC has in mind. It would also: 
develop the use of SDRs as a major element in the world’s: 
currency reserves. 

There are, in short, two major difficulties. The first. is 
the very real advantage that a measure of exchange depre 
ciation can confer upon an exporting nation. The second- 
the simple fact that most governments — whatever thei 
political complexion — are more concerned with ensurin 
a stable domestic economy even if such a policy is pursue 
at the expense, in the short run, of other nations. 

It is not going to be easy to resolve these problems. Th 
implications of failure, however, are sufficiently serious t 
make some sort of agreement probable. 


It seems certain that the solution to the problem of the 





Tough Talking on EEC 


Directives 


RITAIN’S accession to the Euro- 

pean Economic Community was 
‘full of rich opportunities’ for the 
accountancy profession ~ but at the 
same time fraught with dangers and 
pitfalls. Speaking at the annual dinner 
of The Association of Certified Ac- 
countants on Monday, the President, 
Mr A. W. Nelson, F.C.C.A., F.T.LL, 
included among the pitfalls the task 
of convincing their European col- 
leagues that Britain’s views on financial 


reporting must be properly accom- , 


modated within the enlarged Com- 
munity, 
` “The Commission’s draft directive on 
company accounts’, said Mr Nelson, 
roposes a system of reporting on the 
financial affairs of companies which 
combines an almost total inflexibility 
with a crudeness and naivety which 
would be laughable if it were not 
extremely serious. It is so far removed 
from the sophisticated system of 
company reporting which we have 
been developing in this country during 
the last 25 years, and so much at 
wariance with those standards of 
accounting which we are working so 
hard to establish today, as to be 
„entirely unacceptable without drastic 
: ‘modification. 
‘If this draft directive is accepted, 
"what then? Are we to return to 





methods which we have already dis- 
carded? The reply would seem to be 
that we must — and if we are to main- 
tain those standards of reporting which 
our sophisticated financial institutions 
in this country so properly demand, we 
could well find ourselves in the absurd 
position of having to provide two sets 
of figures — one to comply with 
Community law, and the other to 
meet the requirements of our own 
institutions.’ 

EEC. directives, Mr Nelson said, 
were drafted not by accountants but 
by senior civil servants; he feared that 
there had developed in the Community 
a habit of accepting these nominally 


_‘draft’ directives as ‘edicts graven on 
stone’, and that representations from 


the profession in the UK would be 


lightly regarded. Accountants in the ` 
EEC countries were themselves more: 


accustomed to thinking in terms of 
harmonizing the laws of the various 
states than of improving methods of 
financial reporting. 

There could be no compromise, he 


asserted, on the issue of whether the. 
civil servants of EEC were to be our. 
servants or our masters. While he 


hoped, as a peaceable man, that ‘the 
velvet gloves of diplomacy will prevail’, 
he forecast that the issue of who were 
to be masters: in EEC might be re- 


solved only by ‘an almighty row 
even to the point of saying to thos 
responsible ~ ‘This directive is so 
that it must be changed’. The issu 
must be faced sooner or later, and he 
thought it had better be sooner tha 
later; British accountants were striv 
to improve standards of compan. 
reporting generally, and were enti 
to look for due provision to be 

in EEC directives for UK metho 
and standards. 

Mr Nelson also criticized th 
‘wreckers’ of the scheme for int 
gration of the UK profession; -it 
seemed that they had nothing co 
structive to offer in its place. If the 
profession was to play its full and 
proper part in Europe, it must set its 
own house in order. 


London Accountants 
Discuss Imputation 
System. 


HOULD company ‘earnings’. be 
affected by the level of dividend 
under the imputation system of co 
poration tax, or should the figure 
remain the same whatever the dis 
dend? This was one controversial 
point which emerged from an evening 
meeting of members of the London 


‘and District “Society of C hartere 


Accountants, called ‘to consider t 
implications of the ASSC’s discuss 
paper Accounting for Corporation T 
under the Imputation System (T 
Accountant, September 28th). 
Though the ASSC discussion paper 
































opted for calculation of earnings per 
¿share on the basis of net earnings, the 
Society of Investment Analysts has 
meanwhile declared its support for the 
‘nil distribution’ basis (The Accountant, 
November 16th). While preferring 
‘the ‘net’ basis, the LDSCA meeting 
Iso advocated that some indication 
_ of dividend cover be given either in 
_ the report and accounts or in the chair- 
_ man’s statement, to avoid the possibi- 
lity of analysts inferring an inaccurate 
_ dividend cover through lack of infor- 
mation. During the transitional period, 
it was recommended, comparative 
` figures should be adjusted as on the 
_ assumption that the new system was in 
` operation throughout, even though this 
= would involve the introduction of 
hypothetical figures. 

= There was little support for a policy 
of ‘grossing up’ franked investment 
ncome at the projected corporation 
ax rate of 50 per cent, though mem- 
bers found some logic in grossing up 
` at 30 per cent. 


_ Royal Charter for the 
Association ? 

ROCEEDINGS by The Associa- 

tion of Certified Accountants in 

search of a Royal Charter of incor- 

poration were taken a stage further on 

Tuesday of this week, when a sparsely- 


_ Countants, at the Society’sluncheon me 
_ address at the meeting was published 









_ Sir Martin Wilkinson, Chairman of The Stock Exchange, right, with Mr E, E Ray, 
_B.Com,., F.C.A., Chairman of the London and District Society of Chartered Ac- 
eting held on November 22nd. Sir Martin's 
in last week's issue of The Accountant. 


attended extraordinary general meeting 
unanimously endorsed the proposals 
agreed in principle at last April’s annual 
meeting (The Accountant, April 27th). 

Members voted to approve a draft 
petition and Charter, which is now to 
be submitted to the Privy Council. 


Damages for Wrongful 
Dismissal 


URTHER guidance on the calcula- 

tion of notional tax liability on 
damages was given recently by the 
Court of Appeal in Lyndale Fashion 
Manufacturers v. Rich (122 NL] 1037). 
A travelling salesman employed by the 
plaintiff company was dismissed, and 
the plaintiffs claimed £459 from him 
in respect of a loan and advances of 
commission. He admitted liability, but 
counterclaimed for £495 in respect of 
wrongful termination of his employ- 
ment. 

The plaintiffs, on the counterclaim, 
sought to deduct a notional amount on 
the assumption that the whole sum 
would have been liable to the standard 
rate of income tax. The defendant, 
however, argued that his income, 
before taking into account the £495, 
was £1,343; and that the correct 
basis of computation was to divide the 
tax bill rateably between the assumed 
and the actual income, thus applying 








an average rate of tax between the £495 
and the remainder. 

In the view of the Court of Appeal, 
the £495 fell to be treated as the top 
part of the defendant’s income, and 
attracted the higher rates applicable 
in the assumed assessment. The 
appropriate method of computation 
was at standard rate, less an adjust- 
ment for earned income relief. 





Schools‘ Business Game 


UBSTANTIAL profits have al- 

ready been made, on paper, by 
some of the contestants in the 1972-73 
Schools Business Game, sponsored by 
The Institute of Chartered Account- 
ants in England and Wales (The 
Accountant, October 19th). Eighty- 
two of the original 268 contestants ` 
survived the first round, led by. 
Abingdon School with a cumulative 
profit of £7,883,150. 

Other strong contenders at this 
stage are Battersea Grammar School 
with £6,715,850, and Gresham’s 
School, Holt, with £6,453,680. There 
are also at least two girls’ schools’ 
among the front-runners: Nottingham 
High School, whose £5,666,920 earned 
them a narrow first-round win over 
Gillingham Grammar School, and 
Wolverhampton High School, who 
grossed £5,640,470 in a convincing 
win over teams from Oxford, Hendon 
and Devon. 

Losses of no less impressive pro- 
portions have been recorded by some 
of the unsuccessful teams ~ the record 


. to date being £8,225,000. 


Monopolies in Europe 


ONCURRENTLY with the 

Government’s proposals to make 
greater use of the powers of the 
Monopolies Commission in policing 
merger transactions, Mr A. W. Howitt, 
M.A., F.C.A., F.C.M.A., J.DIP.M.A., Presis 
dent of The Institute of Cost and 
Management Accountants, last week 
questioned whether the Commission 
should continue to exist in its present 
form. 

“The object of entry into Europe’, he 
said, ‘is freer competition in Europe, 
and this means the creation of larger 
production units. The object of British 
entry must be to obtain as large a 
share as possible of the Common 
Market trade. If, to do this, an 





THE INVESTOR POLICY 


Since its launch in 1966 the value of units in 
the Investor Policy Fund has more than doubled. 

So if you have clients who want an attractive 
investment with a guarantee against loss, let’s 
make sweet music together. 

For further details contact our nearest branch- 
or write to our head office, 9 St Andrew Square, 
Edinburgh EH2 2YD. Telephone: 031-225 1291 
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A two-day conference dealing with the major tax reforms.and changes 


in the law relating to income tax, capital gains tax, estate duty and the 
tax on close companies. 






The conference will discuss in detail 
e legislation in force 
e reforms coming into operation in 1973 
e changes contemplated by the present Government 








The speakers will be 


- Professor G. S. A. Wheatcroft 


Consulting Editor of the British Tax Encyclopedia, The 
British Tax Review and the Encyclopedia of V.A.T. 


- Mr. K. S. Carmichael, F.G.A. 


Member of the Editorial Board of Simon’s Taxes. Author 
and Editor of a number of books and articles on Taxation 


- Mr. M. A. Weinberg 


Managing Director of Hambro Life Assurance Limited 
and author of “Takeovers and Mergers” (3rd Ed.) 


Mr M. S. Lipworth 


Director of Hambro Life Assurance Limited 


- Mr. LE Avery Jones 


Solicitor; Fellow of the Institute of Taxation: Editor of 
the Encyclopedia of V.A.T., and Assistant Editor of 
The British Tax Review. 













January 23rd - 24th London Royal Lancaster Hotel. 
January 31st - 1st February Edinburgh George Hotel. 
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Mr A W. Howitt 


organization needs to build itself up 
so that it is virtually the only supplier 
in the UK, despite the efforts of its 
continental competitors, it should be 
able to do so. 
‘EEC itself will bring about all the 
competition that is needed. I 
suggest that our Monopolies Com- 
mission and any similar bodies in other 
EEC countries should be abolished, 
and perhaps replaced by an EEC 
Monopolies Commission.’ 

Mr Howitt was speaking at last 
week's annual dinner of the South- 
West Lancashire Branch of the ICMA. 













Misdescription by 
Former Member 


Co ee orders were 
made in the High Court last week 
against Mr Joseph Alan Clayton, a 
former member of The Institute of 
Chartered Accountants in England 
and Wales. 
Mr Clayton, who offered no de- 
ferice, was ordered to cease from 
describing himself as a chartered 
accountant, from using the letters 
A’, ACA,’ or TOA after his 





















y to lead the public to Baie that 
was in any way connected with the 
nglish Institute. Ungoed-Thomas, J, 
made similar orders against the firms 
of Hill and Chapman, and Thomas 
Knowles & Co, with both of which Mr 
Clayton was said to be connected, and 
ordered the destruction or modifica- 
tion of all stationery, signboards or 
other material which infringed the 
terms of the injunctions. 

Despite a previous undertaking by 
Mr Clayton not to hold himself out 


R 
i 


ACCOUNTANT 


‘either by descriptive words or by 
designating letters’, as a member of 
the Institute, the Court heard that he 
had continued to use the descrip- 
tion ‘chartered accountant’ and the 
letters ‘A.C.A. Mr Clayton, a mem- 
ber of the Institute from 1956 to 1970, 
was excluded from membership (The 
Accountant, January 14th, 1971), for 
failing to pay to the tax authorities a 
sum of £755, received from a client for 
that purpose. 


Farmers Oppose 
Inheritance Tax 


Kä National. Farmers’ Union. of 
England and Wales has declared 
its opposition to inheritance tax as an 
alternative to estate duty. In a letter 
to the Chancellor of the Exchequer 
Mr Henry Plumb, President of the 
NFU, says: 

‘The effect of inflation on land 








values, coupled with the trend to- 
wards larger units, means that th 
present rates of capital taxation im 
pose a punitive drain on the industry's 
resources. Farmers generally have few 
capital resources apart from the assets 
of their business, and the value of this: 
investment bears little relation to the 
income that can be derived from ` 
farming. At the farmer’s death it is 
essential that the farm can be passe 
on intact as a viable unit to the next. 
generation. This need arises not only 
on grounds of economic efficiency, b 
also for reasons of equity since 
frequently happens that at the time o 
a farmer’s death his son’s efforts have 
already contributed substantially | 
the capital worth of the father 
business.” 
An overriding argument by th 
NFU for the retention of estate duty 
and its opposition to an inheritance 
tax stems from the fact that a farme 



















































Take-over and Asset Stripping 


EGISLATION including a number 

of new provisions on take-overs 
and mergers will be laid before 
Parliament ‘very shortly’, in the words 
of Mr Anthony Grant, Under-Sec- 
retary for Industrial Development. 
The Government intends to intensify 
its policing of such transactions, with 
greater use of the powers of the 
Monopolies Commission, in circum- 
stances where it appears that ‘asset 
stripping’ is to be a major factor; and 
to lay particular emphasis on em- 
ployment in its consideration of the 
‘public interest’ in merger situations. 

Mr Grant was replying to a motion 
by Mr Blenkinsop (Lab., South 
Shields) which called for ‘stronger 
action by the Government to prevent 
take-over bids succeeding when un- 
employment is likely to result, es- 
pecially in development and special 
development areas’. Several MPs who 
spoke in the debate instanced cases 
which had caused concern and hard- 
ship in their own constituencies; Miss 
Janet Fookes (Con., Merton and 
Morden) was particularly critical of 
the take-over by Barclay Securities 
in 1971 from the receiver of Lines 
Brothers, which she alleged had re- 
sulted in 1,200 people being thrown 























out of work. She was sceptical of t 
offer of redundancy payments in thi 
case at 24 times the legal maximum, 
saying that ‘if you kill somebody off,” 
the least you can do is to give him a 
good funeral and look after the rela 
tives’. 

Mr Maurice Edelman (Lab., 
Coventry North) described asset strip- 
ping as ‘a pernicious and deadly wrong, 
not only to the individuals involved, 
but to the social and economic health: 
of the nation’. On the other hand, Mr. 
Bruce-Gardyne (Con., South Angus) 
blamed ‘ruinous’ rates of estate duty 
for the death of family companies, | 
and for creating ideal conditions for 
the take-over and destruction of 
identity of locally-based companies. 

Under present legislation, the De- 
partment of Trade and Industry may 
refer a proposed merger bid to the 
Monopolies Commission if the com- 
bined group would have more than. 
one-third of a particular market, o 
if the assets to be acquired exceed. 
£5 million. While experience has 
indicated the desirability of a change 
in these criteria, it has also been. sug- 
gested that the Monopolies Com- S 
mission would have difficulty in coping” 
with any increase in references. 













estate by its very nature is not only 
more valuable than the average estate, 
but that it cannot usually be divided 
‘into separate parts and has, therefore, 
to be passed on as a whole. Under an 
heritance tax the amount of tax is 
calculated on the amount received by 
he individual beneficiary; it follows 
‘that, with a progressive rate of 
inheritance tax, the Exchequer will 
have to tax agricultural bequests to 
‘sole beneficiaries even more heavily 
than at present, assuming that the 
` Btate wishes to raise the same amount 
of money as now. Even if the money to 
be raised were reduced, the incidence 
of an inheritance tax might still fall 
more heavily on the agricultural 
ndustry than does the present system 
_of estate duty. 


Churchill Fellow Reports 


CCOUNTANCY education in the 
i UK is ‘almost ten years behind’ 
the situation in Australia and New 
Zealand. This is the conclusion 
eached by Mr Brian G. Harrison, 
F.c.A., lecturer in accounting at the 
“University of Aston, following the 
Churchill Travelling Fellowship 
granted to him earlier this year (The 
Accountant, February 10th). 


The Baroness Phillips of Fulham (right of picture) was hostegs at the annual 
dinner of the Certified Accountants Women’s Society in the Cholmondeley Room 
at the House of Lords last Friday. Also pictured above are Mr Alan W. Nelson, 
F.C.C.A., President of The Association of Certified Accountants, with Mrs 
Nelson, and Mrs W. L. Rowland, F.C.C.A., Chairman of the Women’s Society. 
The toast of the Society was proposed by Miss Sheila Black, Women’s Editor of 
the Financial Times, and Miss Vera Di Palma, F.C.C.A., F.T.L.I., replied. Baroness 
Phillips extended a welcome to the guests, the response being by Mrs Alison 
unro, C.B.E., MA. High Mistress of St Paul's Girls’ School, Hammersmith. 



























Mr Harrison is one of several 
recently returned Churchill Fellows 
who have reported on their experiences 
abroad. As a result of his visits to 
professional bodies, universities and 
colleges of advanced education in 
Australia and New Zealand, he feels 
that the UK has much to learn from 
them, and that their system holds 
‘many interesting possibilities and 
some challenges’ for Britain. 


Maxwell Tries Again 
URTHER proceedings by Mr 
Robert Maxwell, former chairman 

of Pergamon Press, opened before Mr 
Justice Wein in the High Court this 
week. Mr Maxwell is seeking an order 
that last year’s report by Sir Ronald 
Leach, €.B.E., F.c.A., and Mr Owen 
Stable, oC. (The Accountant, July 
22nd, 1971); should be declared void 
because of the inspectors’ disregard 
of ‘natural justice’, and an injunction 
to restrain the inspectors from using 
the contents of that report in any 
further proceedings. 

Counsel for Mr Maxwell submitted 
that the allegations made in the report 
were of the utmost seriousness; such 
reports could lead to winding-up 
proceedings by the Department of 


“Trade and Industry, or to a ban on 





Mr Maxwell being appointed to the 
board of a public company for the 
rest of his life. 

Breaches of natural justice have 
been denied by the DTI and by both 
inspectors. In proceedings before Mr 
Justice Forbes last year (The 
Accountant, October 7th, 1971) Mr" 
Maxwell was refused an interlocutory 
injunction to restrain the inspectors — 
from proceeding further with their 
investigation; though, in the view of 
Forbes, J, the inspectors might have 
failed to direct themselves adequately 
in natural justice, Mr Maxwell was 
asking for ‘much more than he was 
entitled to’, and to grant the injunction ` 
would have been tantamount to re- 
quiring the DTI to appoint fresh 
inspectors. Such an order should not 
be made without a strong probability 
that the plaintiff would succeed in the 
main action. 

Mr Maxwell’s decision not to ap- 
peal against the judgment of Forbes, J, 
was followed by publication of a 
second interim report (The Accountant, 
April 13th and 2oth). 


Company Accountants 
Warned of VAT ‘Scare’ 


CCOUNTING requirements for 

value added tax have deliberately 
been left as flexible as possible, Mr 
Patrick Jenkin, M.P., Chief Secretary 
to the Treasury, said recently. The 
Finance Act 1972 did not specify what 
records a business must keep, pro- 
vided that they contained the informa- 
tion required by HM Customs and 
Excise; in most cases the necessary 
records were being kept already, or 
could be created by a simple extension 
of the trader’s existing system. The 
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Government had no intention of 


imposing any kind of ‘standardized 
official accounting system’ where an 
adequate system was already operating. 

Speaking at the annual dinner of the 
‘London Centre of the Institute of 
Company Accountants, in response to 
the toast of ‘Her Majesty’s Ministers’, 
Mr Jenkin warned his audience against 
less-reputable office machinery sup- 
pliers who had been putting out 
“alarming scare stories about hideous 
complexities in VAT, in order to sell 
¿much more complex and expensive 
accounting machines than would in 
“fact be needed. 


‘Mr Ludford’s remarkable foresight in 
establishing, 50 years ago, the first 
professional society for the employed 
company accountant’. 

Mr R. H. S. Beacham, B.COM., B.SC., 
F.COMM.A., Secretary of the Society of 
Commercial Accountants, proposed 
the toast of ‘The Institute of Company 
Accountants’. In response, Mr G. F. 
Wolland, F.1.A.c., M.B.I.M., referred to 
the impending negotiations for amal- 
gamation of these two bodies (The 
Accountant, September 28th), which 
he hoped would be of benefit both to 
their own members and to the profes- 
sion as a whole. 


tion Funds Office of the Inla 
Revenue. Mr Paul Dean, Parliamenta 
Under-Secretary at the Department 
Health and Social Security, saic 
recently the Department was aware 
that some public disquiet had been 
expressed about the prospect of havin: 
to deal with two separate offices on 
pension matters — the new Board and 
the Superannuation Funds Office. ` 
‘We recognize’, he went on, ‘th: 
close co-operation between them 
essential; the best way to achieve tl 
is to have both nameplates on the same 
front door. I am happy to say this 
being arranged, and they will have 


The toast had been proposed by 
Mr J. H. Tresman, M.a., in the ab- 
sence through ill-health of Mr L. 
Ludford, M.COM., F.1.A.c., the Insti- 
tute’s President and co-founder. In 
the course of his speech, Mr Tresman 
“paid tribute to what he described as 


Occupational Pensions 
Board Offices 


HE new Occupational Pensions 
Board is to be located at the same 
premises as the existing Superannua- 


new joint office which, on prese 
plans, will be at New Malden, Surre 
Mr Dean, who was addressing 
conference of the National Associatior 
of Pension Funds also stated that thi 
standstill on prices and incomes di 
not apply to pension schemes, 





THIS IS MY LIFE 


Only a Girl... 


by An Industrious Accountant 


*COTTY came in with the jaunty offensiveness of the 
J non-financial executive who feels he has found an 
accounting colleague at fault. “This is Sebastian’, he said, 
introducing his visitor; ‘he’s still waiting for your lazy 
pen-pushers to pay his bill. He’s phoned several times, but 
can’t get satisfaction.’ 
`] remembered Sebastian; he drew some rather brilliant 
pictures of gorgeously-begowned mannequins for our 
autumn sales. He was noticeable for his little pointed beard 
and big mournful eyes, and these latter became even sadder 
“äs he explained he hadn’t noticed he hadn’t been paid until 
last week, when he’d looked at his notes. 
Questions elicited the fact that Jezabella, his secretary, 
¿wrote down his bills in a notebook and put red ticks when 
they were paid. She hadn’t ticked our entry so he knew it 
hadn’t been paid; but some clerk had insisted to her that 
it was paid, so he came to get it fixed. No, he hadn’t lodged 
the cheque anywhere because he hadn’t a bank account; he 
considered banks anti-social. 
` J remembered Jezabella, too; her costume, or what there 
~ was of it, had created a sensation at our autumn opening. 
-She hadn’t much experience of book-keeping Sebastian 
‘admitted sadly; she was really more a model, in a way. 
- Scotty favoured me with a slow wink which spoke volumes 
“for the lady’s experience of other skills, but I ignored him 


with cold hauteur, and took the obvious step of ringing 
financial accountant. i 

First he’d heard of it, but he’d check, he answer 
so while we were waiting Sebastian sketched a few ideas 
had for our January sales. Really, that boy was good, 
illustrations seemed alive — and some minutes later the F3 
arrived. The account had been paid promptly, he an 
nounced; it had been duly checked against the bank state 
ment at the month-end and, just for good measure, h 
was the paid cheque for examination. ; 

Sebastian had a sort of stricken-deer look as he gaze 
on Jezabella’s endorsement. ‘She must have forgotten; 
I’m very, very sorry’, was all he said as he departed, but I- 
had an uneasy feeling of nameless guilt and Scotty looke: 
troubled as he escorted him away. 

Later, it occurred to me that the paid cheque had bee 
unearthed with surprising speed. Our company pays an 
enormous number of assorted liabilities every fortnight 
and my memory of the bundles of elastic-bound returne 
cheques was registering that they didn’t come in numerica 
order. Maybe they came in sequence with the entries o 
the accompanying bank sheets, but that wouldn’t help. . 

In the accounts filing-room next morning I found a gir 
sorting bundles of cheques by numbers. There seemed to b 
thousands of them. She looked tired. She’d applied for 
transfer to Millinery, she said wistfully; it would be mor. 
fun really. 

It didn’t really take that long, probably only a day or so 
a week, the FA explained. He and the internal auditor had 
decided the exercise made for better security. No, th 
cheques weren’t referred to often, but then the auditor 
thought it a good idea now that the US banks were omittir 
distinctive numbers on their sheets and the habit migh 
spread. Well, to call it soul-killing work was rather strong 
really; after all, she was only a girl. 

He has yet to learn that there are girls — and girls. 








How Long for a President? 





by Our New York Correspondent 


ECENT events on the American 
scene have focused attention on the 
questions of the optimum period of 
service for an elected office-holder. With 
President Nixon’s re-election fresh in 
“mind, there have been suggestions that 
éven an eight-year term in the White 
House is scarcely sufficient time for an 
incumbent beset by Supreme Court 
judges, Federal Commissioners and others 
“enjoying a longer tenure. On the other 
“hand, Mr LeRoy Layton, this year’s 
President of the American Institute of 
“Certified Public Accountants, expressed 
= heartfelt thanks at the time of his election 
— (The Accountant, September 28th), that 
“his tenure of office was only for one year. 
Voices have indeed been raised within 
the AICPA at the difficulty of their 
President serving effectively, so long as 
his term of office is limited to a single 
year. The outgoing President, Mr Walter 
J- Oliphant, took occasion of the 1972 
annual meeting of the Institute to remind 
` members of the benefits that had flowed 
from an earlier decision to extend the 
‘term of office of the Institute’s board of 
directors from one year to three years. As 
a further step in the same direction, Mr 
Oliphant urged that, as in various other 
professional bodies, the President-desig- 
nate be selected one year ahead of his 
inauguration, thus reducing the extreme 
Strain of his year in oftice. It is also plan- 
ned that, subject to approval at the 1973 
annual meeting (to be held in Atlanta, 
Georgia, from October 14th to 17th), the 
Institute’s full-time paid chief of staff 
should be designated ‘President’, with the 
chonorary head of the Institute serving out 
his one-year term under the new title 
‘Chairman of the Board’. 









































Audit hazards 
¿Another matter aired at the Denver 
“meeting was the adequacy of auditing 
‘procedures. The Institute’s Committee 
op Auditing Procedures has been active 
for many years and is now to be streng- 
_thened. 
Mr Layton warned guests at his 
installation luncheon of several recent 
"out decisions which demonstrated that 
‘mere compliance with generally-accepted 
“accounting principles and auditing stan- 
dards might no longer be sufficient. After 
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completing his usual investigations, the 
auditor should ‘step back, take a long, 
hard look’, and satisfy himself that both 
the financial statements and the treatment 
of major transactions were fairly pre- 
sented and not misleading. 

The study of accounting objectives, 
now nearing completion after more than a 
year’s intensive work, is expected to open 
a new and important chapter in financial 
reporting. Mr Robert M. Trueblood, 
head of the study group, disappointed 
the Denver meeting in so far as it had 
expected a preview of his findings, but 
made it clear that his purpose was to 
distinguish objectives from principles. 
His report, which will be issued in the 
New Year, is expected to be a working 
paper rather than an ‘ivory tower’ 
document. 

One of the most controversial questions 
bearing on the proper role of the account- 
ant arises from expansion of the larger 
firms into management advisory services. 
A report presented at Denver enumerated, 
among the dificulties of this new activity, 
the absence of a well-defined body of 
knowledge and professional standards. 
More debatable is the ambition to find a 
way of assimilating management advisers 
into the structure of the Institute ~ and 
thus overcoming the belief of some of 


them that their calling is quite distinct 
from that of the accountant. The Insti- 
tute’s involvement in this field shows a 
welcome reaction against the myopic 
view that the accounting profession is 
bounded by the attest function, rather 
than including it among various other 
functions. 


Broader role 


Typical of the broader role now played 
by accountants is the inclusion of ecology 
as one of the areas covered by the 
Institute’s committee on management 
advisory services. Yet there was no 
feeling of complacency in Denver over 
the efficacy with which traditional duties 
were being performed. No less an 
authority than Mr William J. Casey, 
Chairman of the Securities and Exchange 
Commission, warned the 2,000 office 
participants at the meeting against be- 
lieving that even historical accounting 
could produce exact measurements. ‘It 
seems to me’, he told his distinguished 
professional audience, ‘that there is a need 
for greater public understanding that the 
accounting process relies on and produces 
estimates’. 

At a time when so many of the old 
values are being denied and the old flags 
torn down, it was reassuring to hear 
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Working Capital 

Leslie R. Howard, FCA. 

£2.10 
The handling of working 
capital is the most 
influential aspect of 
business financial 
management, Described 
are the various methods 
to be employed in its 
efficient management, 
The latest financial 
management techniques 
are included — with 

i guidance on the most 

i effective short term 

financing and investment 

i methods applicable 

to current market 

| conditions. Of value to 

| management accountants 

: and students. 





Executorship Law 
and Accounts 
ANAR. Taylor, A.C A. 
ATL, AMBALM, 
55p 

Avoids the 
innumerable 
complications which 
can be met in a book 
on this subject. 
Covers the law and 
application of estate 
duty, law of testacy 
and intestacy, 
distribution of estates 
and maintenance of 
trust accounts. 

















Framework o 
Accountancy 
CC Magee, F.C.A, 

£1.75 

A valuable textbook for first- 
year accountancy students 
who mean to continue. 
Presents the essentials of 
accounting theory in the 
context of financial and 
economic activity. 
Conceptual in approach, 
with emphasis on the 
meaning and significance of 
the information that appears 
in accounting reports. 


“ACCOUNTANT 


_ Macdonald and Evans 


New And Forthcoming Publications 


Value-added Tax 
Glossary 

U. Becker 

£2.75 

A timely and significant 
glossary of terms 
connected with V.A.T. 
in the E.E.C. Compiled 
in English, French, and 
German. The English 
and French indexes 

list not only the term 
sought, but its equivalent 
in the other two 
languages. 


Some Selected Handbooks 





Capital Gains Tax 
Vera Di Palma, 
ECCA., FTAL 

75p 

The first book on 
Capital Gains Tax to be 
geared specifically to 
the students’ needs. it 
gives a comprehensive 
coverage of the subject 
and is completely up to 
date. 


i 


INCOME TAX 


| 
i 


Income Tax 

H. Toch, B. Com, 
Bio 

Invaluable for 
students in 
accountancy, law, 
secretarial practice 
and business studies, 
Sets out the basic 
principles of income- 
tax law and practice. 
The fifth edition 
incorporates those 
changes made 
necessary by the 1972 
Finance Act. 


À \ 
\ / 


M 


Ad 


8 John Street, London WCIN 2HY Telephone: 01-242 2177 


Macdonald & Evans 
Limited 

One of the few remaining 
completely independen 
publishers. : 











Miles Taylor and Perry's 
Principles of Auditing 
Leslie R. Howard, F.C.A, 
£2.25 

Statistical sampling and 
analytical audit ng have been 
given detailed treatment in 
the 17th edition of this 
established textbook. 
Inclusion of the 
Recommendations-of the 
LCA. regarding electronic 
data processing brings this 
aspect right up to date. 
Internal control 
questionnaires and standard 
audit programmes are 
extensively demonstrated, 
The legal aspects of 
auditing now include the 
results of the practical 
application of the 1948 and 
1967 Companies Acts, 





Mathematics for 
Economists 

L. W. T. Stafford, B Sec, 
{Econ.} 

Shp 

Relates mathematics to 
the essential ideas of 
economic theory. 
Considers differential 
calculus, vectors and 
matrices; introduces ideas 
in economic dynamics, 
deals with the techniques 
of regression analysis, 
Complete with test 
questions and worked 
answers. 








Give a computer a nice juicy sum to do (like 
“working out your payroll or wriggling 
through the complexities of VAT) and it'll 
rattle it off in no time at all. 

















But can doa whole lot more than just that. 
=- For example, ask it to store bulky data such as 
` personnel files or bought ledgers, and it'll 

: soak them up like a sponge and remember 
them like an elephant. 


Feed it with the right facts, and it will juggle 
“them into whatever pattern you want (for 

| instance, the same computer can record your 
sales orders, handle your stock control — and 
warn your buyer when a line needs 
re-ordering). 


© Oryou can get a computer to produce sales 
forecasts, market analyses, mailing lists, 
printed and addressed invoices... 












In fact, the modern computer can do 
practically anything you ask it to— and it does 
itinstantly. 


Push-button information 

~The importance of instant information is 
-obvious, When you're taking decisions at 
“managerial level, you need to 
know all the 


relevant data — and the more up-to-date and 
reliable the information, the less risk you run 
and the more control you have over the 
action which follows. 


In short, information which is quickly and 
readily available makes it easier for people to 
do their jobs — and do them better, 


Computer 72 clears away the myths 
and mystiques 

But isn’t it difficult to choose which 
computer is most suitable for a given 
purpose ? 


You'd be surprised at how simple computers 
really are, Basically, all they dois accept 
information, process it and reproduce itina 
useful'form, 


And Computer 72 is designed to help clear 
away the myths and mystiques which have 
gathered round the whole subject of 

computers. 

























OLYMPIA A 4th-8th DECEMBER 1972 10-00am-6-00pm 


THE BUSINESSMAN'S GUIDE TO COMPUTERS — 


WHAT ELSE CAN THEY DO 
BESIDES SUMS? 


More efficiency, more profits 

zk Over 200 international companies are 
getting together to show off everything that’s 
new in data processing. 


X There’s a seminar programme, organised 
by the British Institute of Management, 
which brings together an impressive list of 
international speakers who will present 
topics directed at both the specialist andthe 
non-specialist. 


And the whole show has been conceived 
to demonstrate how management can get 
greater efficiency and profitability from their 
businesses through the use of data 
processing techniques. 


Computer 72 is full of other surprises, too, 
Pleasant surprises like computers which cost 
less than £5000, multi-function computers 
which take up no more room than a 
medium-sized desk — and computer experts 
who.won't try to blind you with science! 


Full details ~and a free ticket 

In fact, from beginning to end, everything 
willbe explained in yourterms and in your 
language. 


Send us the coupon below, and we'll send 
you full details of the Computer 72 seminar 
programme plusa free ticket to the 
exhibition. 


And you can see for yourself how it all 
adds up... 


To: Computer 72, 
Business Equipment Trade Association, 
109 Kingsway, London WC2B GPL. 


| Please serid me a free ticket to the | 
Computer 72 exhibition and full details of the 
| Computer 72 seminar programme, 


Nägeli 

Eeer ebe et | 

COMPANY cai ees eebe | 
| Address — BE e E. 
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reports of useful accomplishment from 
sources unlikely to be guilty of exaggera- 
ion or inaccuracy. Papers on public 
responsibility and social measurement 
were especially encouraging to those in 
the American profession who had been 
calling on their colleagues to take the 
initiative, rather than wait for ill-informed 
attacks from the public or ill-designed 
regulations from the powers that be. 

Mr Allen P. Stults, President of the 
American Bankers Association, started 
from the strong and generally-accepted 
premise that accountants and bankers 
have a shared obligation (as leaders of the 
financial community), to raise the econo- 
mic literacy of the average citizen. This 
they should do in the shared conviction 
that the citizen will almost always seek 
the long-term common good, in preference 
to his own short-term advantage ~ pro- 
vided that the facts are clearly understood 
by him. 

Yet Mr Stults avoided over-simplifying 
the issue. He made no reference to the 
complexity of the recent electoral cam- 
paign, nor did he attempt (like other 
eminent speakers, in business as well as 
government) to draw any clear conclusion 
from a poll in which only one in two of 
America’s eligible citizens actually voted. 
Instead, he focused on a few widespread 
‘economic myths’, and on the part that 
accountants could play in promoting a 
better grasp of the realities. 










Profits are respectable 


The kernel of Mr Stults’ case was that the 
word ‘profit’ should be liberated from the 
suspicious undertones preserved in the 
concept of ‘profiteering’, and restored to 
its purer sense of available earnings after 
all costs ~ whether of company operations 
or of personal livelihood and support — 
have been met. Applying this approach 
to current tax discussions, he warned 
against the danger of mistaking tax 
shuffling for tax reform. 

The largest single tax ‘loophole’, Mr 
Stults pointed out, was the equivalent of 
more than £1,000 million allowed to the 
American taxpayer through the deduction 
of interest on home mortgages. Yet this 
has become such an entrenched privilege 
that not even Senator McGovern, in his 
presidential campaign programme to 
allot equal tax burdens to equal earned 
incomes, could stand by his early pro- 
-posal to abolish this deduction. Tax- 
exempt municipal bonds, also expensive 
and often criticized as a ‘loophole’, can 
be shown to benefit the municipality 
rather than the tax dodger. Similarly, the 
oil depletion allowance should be regarded. 
not as a tax distortion but as a necessary 
incentive to greater energy production. 

“The. conclusion of Mr Stults’ thesis 
was that the profession had no need to 


ACCOUNTANT. 
































The. chairman of the Securities and ` Exchange Commission, Mr William J. Casey 
at the rostrum. 


be intimidated by consumerist advocates 
like Mr Ralph Nader, one of the speakers 
at the 1971 annual meeting in Detroit 
(The Accountant, November 11th, 1971). 
Although there is undoubted substance in 
accusations that public institutions are 
often wasteful and inadequate, the 
profession is now playing an active 
part in identifying and assessing these 
deficiencies. 

In this connection, a paper on ‘Social 
measurement’, by Mr Arthur B. Toan, 
underlines the extent to which account- 
ancy skills are being used in government 
agencies and in the preparation of official 
programmes. There is also the increas- 
ingly common practice of requiring that 
1 per cent of the cost of a programme be 
set aside for measuring and evaluating its 
results, and or engaging CPA firms to 
study troublesome social conditions in 
large cities. 


Social reporting 


Mr Toan revealed that a committee of 
the American Institute is studying the 
principles of corporate social reporting. 
This study would guide the growing 
number of corporations that include in 
their annual reports long references to 
their work in combating pollution, restor- 
ing the landscape, training minority 
groups and handicapped workers, and in 
other ways extending their activities 
beyond those directly demanded by the 
narrowly-defined interest of shareholders. 
It would be of great value to those invest- 
ment advisors who were beginning to rate 
the attractions of companies partly on 
the basis of their social performance. It 







would also be required reading for. 
members of the profession who hold that 
— at some perhaps remote date — the. 
auditor’s opinion will have to cover thé 
social content of annual reports. 

The final paper was of particular inter: 
est to anyone who has bewailed the loss o 
quality in modern life, and the decay of 
the sense of service. (A banquet in any 
expensive new American hotel, with the 
incredible speed — but roughness, if not 
rudeness — of the service, provides a vivid: 
example of what is at stake.) Addressing’ 
himself to the subject ‘Changing concep- 
tions of motivation in industry’, De 
Harry Levinson of the Harvard Business 
School reversed the usual prescription 
of better communication as a cure f 
today’s maladies by claiming that they 
arise primarily from too much communi- 
cation ~ of the wrong kind - withi 
business. With excessive effort now 
devoted to power struggles and union 
manoeuvres, it seems that profit sharing, 
bonuses and other cherished panaceas are. 
already obsolete. The need today is for 
much more attention to the human coste _ 
of the various ways of running a business. 

In such business and social evaluations, 
accountancy skills will be in increasing 
demand. And accountants appear already 
to be attuned to some of the futuristi 
management methods advocated by Dr 
Levinson, including what be called 
‘three-way performance appraisal’, ‘This 
procedure, whereby personnel are rated 
by their subordinates and peers as well 
as by their supervisors, will be recognized ` 
as an all-too-familiar ordeal by many. 
practitioners, : 





Examining an Examining 
Technique 








by ROBERT E. ELLMER, M.A., F.C.A., A.C.LS. 


S The extent to which the quiz technique can be justifiably introduced into the accountancy 






RTHODOX written examinations are designed to test 
the student’s knowledge in such a manner that the 
various thought-processes at work in producing the 
answer can be observed by inspecting the writings and 
-calculations of the student, line by line, in the construction 
"of the completed examination script. The examiner, under 
-such conditions, is able to form an accurate judgement of 
the work submitted by the candidate, and to assess the 
marks which may be lost by deviation from the expected 
answer -- or, indeed, the extent to which bonus marks may 
be gained by an upward deviation based upon a piece of 
original and acceptable thinking. 

_ When, however, the quiz or ‘multiple choice’ technique 
is invoked, the joint efforts of examiner and examinee are 
st. Under the quiz system, only one answer can be 
accepted as correct from a selection placed before the 
tudent, and thus any deviation from that rigorously 
nilateral situation, however slight, must meet with flat 
rejection on the part of the examiner. Where the quiz 
system is in force, the examiner is not called upon to take 
any action other than mark the student’s selection right or 
wrong ; and in that connection he has, of course, no option, 
if the rules of the examination state that workings are not to 
be handed up with the answer sheet. Even if they are to be 
handed up, there is no point in studying them because the 
examiner can mark only on the basis of the cross or tick 
made by the student against his choice. In other words, all 
-the student’s efforts leading up to his final choice will be 
disregarded under all conditions. 















































Right or wrong 

‘Tt is conceivable that an element of fair play could be 
introduced into the quiz system of examining by offering 
the candidate alternative answers that have been skilfully 
graduated to reflect errors of varying degrees of seriousness. 
In the absence of such a modification, a selection of wrong 
answers carrying a built-in guillotine (in that they are not 
only wrong, but rank as Loo per cent wrong) may be 
quite unrepresentative of a student’s ability unless he 
knows absolutely nothing about the content of the question. 
‘Examiners using the multiple choice system on a ‘right or 
wrong’ basis place student and ignoramus on the same level. 
It is freely conceded that the multiple choice system could 
be of value as an aptitude test in reaching a decision as to 
whether a student should embark upon a career in ac- 
ccountancy or not; but such a concession is tantamount to 


examination system is, in the opinion of the writer, highly questionable, unless it forms 
part of a teaching method which caters adequately for such an eventuality. 


implying that the same system could not be successfully 
applied to the in- depth situation which must emerge as the 
student proceeds on his course of work in the wide and ` 
flexible field of the accountant. To apply the quiz tech- 
nique to the testing of the knowledge of accountancy 
students at intermediate and final levels requires a skill on ` 
the part of the examiner, if the system is to be fair to the 
examinee, which can only be acquired as a result of 
patient research. Application of the ordinary question to 
be expected in the orthodox written examination to the 
multiple choice system, without modification, can only be 
described as an academic blunder of the greatest magnitude. 


Marks and penalties 


In subject areas in which the multiple choice system is 
employed, it is customary to award marks or penalties to 
‘successes’ or ‘failures’ separated by a fairly wide margin — ` 
e.g., four marks for a-correct answer and minus one for an 
incorrect answer, so that in a field of 25 questions the ` 
swing is from 100 marks for an ‘all correct’ solution mm ` 
minus 25 for a selection where every answer is wrong. It is 
argued that introduction of the penalty serves to deter 
students from indulging in guesswork. 

It is known, however, that where the quiz system is in 
fact used in accountancy examinations, an attempt is made 
to soften the impact of devastatingly low marks by cor- 
relating them with the higher average marks of the orthodox 
examination paper. Under the correlation plan, all minus 
totals are increased so that. the lowest effective mark is 
equated to zero, the next lowest mark is increased to one, 
and so on, until at the top of the sub-zero portion of the 
scale, zero itself is increased to about 20 marks. At first ` 
sight the scheme may appear to be generous, albeit an ` 
admission of innate harshness; but an element of freakish- 
ness creeps in, for the multiple choice scheme must also 
cater for the ‘don’t know’ category — the recipients of a 
genuine ‘nought’ for being unable to make any decision 
whatsoever in regard to the selection placed before them. 
Thus, when the candidate’s marks are finally totalled, a 
score which amounts to zero because of the equality of 
plus marks and minus marks obtained as a result of working 
through some or all of the questions, would be the same as 
the score of a candidate who has either decided that he knows 
nothing about any of the questions — or, indeed, of one who 
has decided not to attempt the questions at all on the ground 
that by so doing he is assured of picking up the ‘easy twenty’! 
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The multiple choice system of examination is conducted 
under conditions of strict security, since advocates of the 
system take particular care to ensure that the candidate will 
never again be able to study the questions after he had left 
the examination room. As the candidate leaves the desk at 
which he has been working on the questions for several 
hours, he hands over to the invigilator the answer sheet 
containing his ticks, his workings (which will not be 
inspected by the examining body), and the question paper 
itself — which is promptly consigned to the archives from 
which it will emerge, with or without minor modification, 
in time for the next seasonal examination. I have been 
informed that it is not unknown for students to organize 
themselves into groups, each member of which has the task 
allotted to him of endeavouring to memorize one or two 
< questions with the object of meeting as soon as possible 
_ after the examination in order to piece together the original 
examination paper. 

It is hoped that the multiple choice system of examina- 
tion was first conceived as a genuine attempt to test a 
student’s knowledge in a novel and interesting manner ; and, 
provided that the method is confined to those areas in 
which it could be satisfactorily used, there would appear 
to be no reason why it should be condemned. For example, 
if the question asks ‘In which of the following seas is 
Malta situated ~ Caribbean, Sargasso, Mediterranean, 
Baltic or Black?’, and the candidate ticks the word ‘Carib- 
bean’, there is no doubt in the mind of the examiner that 
the candidate does not know where Malta is (unless, 
perhaps, he ticked ‘Caribbean’ when he really meant 
‘Mediterranean’ and confused the names under examina- 
tion tension). The answer to this imaginary question is also 
< evaluated on the assumption that the candidate could not 
¿work out where Malta was, and that therefore the tick 
reflected downright ignorance ~ apart from the possible 
incidence of an attack of nerves. 

I think, however, that the level of the question which 
has just been considered could not be regarded as very 
advanced. This only serves to emphasize the point that the 
multiple choice technique is not suitable for in-depth 
knowledge, unless an advanced question is broken down 
into possibly hundreds of parts so that the candidate is 
called upon to use the function of memory rather than 
powers of calculation to arrive at the correct answer — 
remembering always that under this method of examina- 
tion it is the tick against an answer and not the calculations 
themselves which attract the examiner’s mark. 


Departmental problems 


But suppose that the multiple choice system had been 
invoked in the area of accountancy examinations to lighten 
the burden of the examiner, because the staff-student 
ratio had mounted to intolerable proportions? Under such 
conditions the student has every right to ask why, if the 
-multiple choice system can be proved to be unsuitable for 
accountancy examinations at intermediate and advanced 
levels, departmental problems should be transferred to the 
backs of students by the ruse of utilizing ‘orthodox’ ques- 
tions for insertion in a multiple choice examination paper. 
The side effects of attempting to graft an orthodox question 
on toa quiz situation must not be lost sight of. It is well 
known that ambiguities may creep into an examination 


question in spite of every care to guard against them. 
These ambiguities will come to light when the examination 
scripts are in the process of being marked, since a notice- 
able proportion of candidates will have interpreted the 
ambiguous point in a way not anticipated by the examiner, — 
When this happens, the examiner has no option but to 

give due credit to an answer based upon a reasonable 
interpretation of a point which he himself has failed to 
make clear to the examinee. Such a demonstration. of 

justice is, however, quite impossible when the quiz system 

of examination is in force. l 


Neat presentation 


It is axiomatic among accountants that a neat, indec 
artistic, presentation of statements of account is most 
desirable. The quiz system of examination, unfortunatel 
tends to destroy this laudable objective, for the answers, 
assuming that they do have to be worked out as would 
occur in the orthodox examination, are nothing but roug 
workings which the majority of students prepare at hig 
speed in an (understandingly) untidy manner. Th 
unprofessional appearance of the student’s work is for 
upon him by an extraordinary condition which chara 
terizes some multiple choice systems — namely, that the 
candidate has only a strictly limited supply of paper on 
which to work out his answers! The resultant mass of 
twisted figuring — looking like the doodlings of a madman - 
has to be seen to be believed. Add to this situation the fact 
that the number of questions appearing in an accountancy 
multiple choice paper may be as many as four or five times 
the number of questions which would appear in the ortho- 
dox paper of the same time-length, and the hieroglyphical 
chaos of the rough workings is no more than one would 
expect. Think not, however, of the examiner, who does 
not have to unravel them, but of the candidate writhing 
in his seat as he tries to balance off an account in the last 
space he has left — about the size of a postage stamp! 

One argument used in support of the quiz examination | 
technique is that it enables the examiner to cover the entire 
spread of the syllabus in the multiplicity of questions 
placed before the candidate, and that the latter is therefore 
fortunate in having so wide a field to choose from. Such 
a benefit is lost, however, if the candidate is expected to 
answer every question and if these are of the comprehensive — 
type normally encountered in the orthodox examination. ` 
Under such conditions the well-prepared candidate may 
suffer from mental exhaustion in his attempt to select 
every correct answer — each selection having been preceded 
by the same amount of working as would be required in 
the orthodox examination. With regard to the badly 
prepared candidate, he may do even worse because of the vast 
array of examination material with which he is confronted. 

Not content with having buried one correct answer with 
four incorrect answers, an over-enthusiastic examiner 
tends to evolve the four incorrect answers in such a way 
that any one of them could be arrived at by making some 
common mistake which any average student might himself 
make in working out the solution. The pathetic result 
that an average student compares his incorrect solutio: 
with the selection offered by the examiner, is overjoyed 
to find that his answer agrees with, say, the third result 
listed in the official selection, marks it as correct, when, 

















< in point of fact, the fifth answer may be the correct solution. 
The tragedy is that the candidate will never be able to 
find out anything whatsoever about the mistake he has 
made because of the tight post-examination security 
arrangements referred to earlier. 

` As if life in the examination room has not already been 
made difficult enough for the candidate by the various 
devices described in this article, there remains one further 
piece of ingenuity employed by the over-enthusiastic 
examiner — that of inviting the candidate to disregard the 
four answers provided by the examiner to any one question, 
and to supply his own answer in a space specially provided 
for the purpose. This invitation is not given with every set 
‘of answers to each question but, when it does occur, it 
‘can only place the candidate at a still greater disadvantage 
in his quest for examination success. 
` ` From what experience I have had of the application of 

















Successor to the 


by OUR INSURANCE CORRESPONDENT 


“HE Inland Revenue ‘new code’ for pensions — not to be 
confused with the recent Social Security Bill- was 
introduced in 1970 and modified by the Finance Act 1971. 
Basically, employers are free to change to the new basis of 
approval at any time before 1980, provided a scheme is not 
‘substantially amended before that date. 

In many ways, approval under the new code is better 
than approval under the old code. It is not surprising, 
therefore, that certain companies are already in the process 
of changing the basis of approval of their schemes. 

On the other hand, the new code has important reper- 
cussions for employees in small companies — chiefly because 
it restricts the amount of life assurance cover which an 
employee can receive to four years’ salary. In a great many 
cases, at its simplest, the pension is an endowment assur- 
_ ance with the capital sum assured used to purchase an 
` < annuity when the pension is due to be paid; the employer 
` bas bought an endowment policy on the employee’s life 
_ and the capital sum payable at maturity is used to purchase 
an annuity. In the normal course of events, in the event of 
the death of an employee before retirement, the endowment 
Sum assured would be passed to his family. 

This also has been the basis of the ‘top hat’ type of 
-arrangement for senior employees, which has allowed 
_ employers to provide supplementary benefits for selected 
employees, over and above the basic pension scheme. 





-Ten to one’ 


In many schemes of this type, the standard ratio of sum 
-assured on death or notional capital value at retirement to 

-= the intended pension has been ten to one. As a result, these 

schemes have been known in pension circles as ‘ten to one’ 

schemes. ` 

Some of these ‘ten to one’ schemes are still being sold. 








the quiz system of examination to accountancy students, ` 
I have been able to reach no conclusion other than that it 
is most ill-advised. The method could be used to some effect 
on a classroom test basis, but, in my opinion should be 
ruled out completely as a year-end examination, at the 
point where the candidate’s career is at stake. 
Where answer sheets are marked by a computer, the 
examining body should not be content with the bare 
results listed on the computer print-out to ascertain the 
success or failure of each student on an overall basis: the 
highly detailed analysis provided by the computer should 
be the subject of research by the examining body in order 
to discover, for example, the types of questions which 
are attempted, distinguishing between successes and 
failures, and those which are avoided. It would be most 
instructive to find out if the traditional partnership between 
examiner and examinee could be broken up after all. 


“Top Hat’ Policy 


Now, however, they have their drawbacks. In the first 
place, if the death benefit is more than four times the salary, 
only that amount can be paid in a lump sum, and the balance 
must be paid in the form of a widow’s pension. S 

Certainly, the ‘ten to one’ type of scheme does not have. 
the same flexibility which should be inherent in a new code. 
scheme. In the first place, surrender values under a ‘ten to ` 
one’ contract are less generous than those under a deferred 
annuity. For instance, if this type of endowment contract . 
is surrendered, the surrender value may not be much more 
than, say, 66% per cent of premiums. This is something 
which needs to be borne in mind since, however generous 
an employer may be to employees, one can be certain that 
a number of employees are bound to leave service. On the ` 
other hand, if a contract is arranged on a deferred annuity ` 
basis, between go and roo per cent of the premiums may be 
returned after the first three years or so. 

The successor to the ‘top hat’ policy, therefore, is a 
package; the main part is a deferred annuity and other 
benefits can be added. A good example of this new type of 
contract, and the flexibility which it can provide, is the ‘E’ 
type employee benefit plan, written by the Scottish Mutual 
Provident Institution. 

This type of contract can be used by employers who wish 
to provide pensions for up to ten employees. It can also be 
used to provide a supplementary pension for key employees, 
over and above the pension which will be available under the 
basic pension scheme. Since the schemes of most companies 
are currently on a ‘sixtieths’ basis. usually there is room for 
bringing up the benefit for key employees to a total of 
two-thirds of final salary. 

On the other hand, in some cases, employees are anxious 
to top up their pension benefits. In this event, they can 
contribute to the scheme, in all an employee can contribute — 
15 per cent of earnings towards a pension. 














"yen ateryoute coped wihVAE, 
_ youstill have to solve another problem. 





You've catered for VAT on your invoices. 
And you've ordered your new stationery and equipment. 

And you've planned an audit trail for government inspection. 
And you’ve planned how to cope with rate changes. 

And you've planned how to cope with multiple rates. 

And even after you've done all this, you've still got one more 
problem to face: 

The changes that are coming in P.A.Y.E. (New tax structure. 
New pension arrangements. The need for new stationery.) 

Fortunately, in the midst of all these problems, there is 
someone who can help. 

Burroughs. 

Because almost every piece of equipment we make is 
designed to take care not only of VAT, but also to cope with the 
changes in P.A.Y.E. 

In fact, even our smallest £3,000 computer can take care 
of all the problems mentioned above. 

If you'd like proof, send us the coupon. (Or come and talk 
tous on Stand 115/178 at Computer’72, Olympia.) == = 

And find out how you can solve two problems atonce. — 


CH Burroughs SE 


To: Burroughs Machines Ltd., Department At, 
Heathrow House, Bath Road, Hounslow, TWS 9QL. 
Please let me have details of how! can solve two problems 
at once. 


Name 





Company 
Address 

















Position in Company 














“How shall I keep my VAT 
account records?” 

An easy way is to use a 
Twinlock VAT account Record 
book. It was designed specifi- 
cally for this job, and is aceep- 
table to VAT Inspectors. 

The Book explains very 
clearly how these records must 
be kept. The pages are laid out 
in a way that is easy to follow. 

Because all the information 
accompanies the record, ques- 
tions are answered on the spot. 
Mistakes are avoided. 
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“Will VAT create book- 
keeping trouble!” 

It will, unless the system is 
correctly adapted to VAT. 

The Twinlock Triform ’73 is 
a simple, one-writing system in 
a series of binders about the 
size of a desk blotter. 

All records are in simplified 
form. A glance shows the day- 
by-day state of the business. 
Those end-of-the-month bottle- 
necks which delay statements 
are avoided. 

The coming of VAT isa 
good reason for reconsidering 
your book-keeping methods. 


“What shall I do about m 
invoices?” 

VAT makes the invoice even 
more important than it is now. 
In April it becomes an “accoun- 
table” document. Twinlock 
have produced VAT invoices in 
continuous stationery form. ` 

There is a selective range of 
Twinlock registers ~ starting 
from the handy Scribe at £3.50* 
to the Copyflow Security regis- 
ters from £49.70*. 

What help would you like 
with VAT problems? Just tick 
the coupon. 

*Recommended retail price. 
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Return This Coupon For Answers To These Questions 





| Name ere ernment — VAT Account Records Book ` m I l 
Lud 
Dept. EE 
I Company- : Continuous VAT Invoices and TI" | 
I Address.. Registers S I 
ta aie Triform’73 VAT Book-Keeping [7] 
I System m I 





A3 To: Twinlock Ltd Twinlock Works A 
ae Croydon Rd Beckenham Kent BR3 ABH 
si i ci sel ese i Sean sas ses se ess ad 





- simplify VAT problems 
























































When an employee decides to have this type of contract in 
addition to the basic pension under his employer’s scheme, 
basically he is generating a pension benefit with a variety of 
options. If the benefits under the supplementary pension 
-contract would provide him with a pension greater than two- 
thirds of final salary, the additional cash which has been 
generated can be used to provide an escalating pension, or 
a pension for his widow. 
Basically, with this type of contract, provision is made for 
a pension to be payable from the retiring date of an 
‘employee in monthly instalments and guaranteed for 
five years. Thus, if an employee should die before receiving 
five complete years’ instalments, payments are continued 
until the end of the first five years. On the other hand, a 
“jump sum equivalent in value to the outstanding guaranteed 
-instalments can be paid on his death. 


Flexible contract 


There is, however, plenty of flexibility, much of which 
was lacking under the old ‘top hat’ type of arrangement. 
For instance, an employee can retire before the retiring date, 
in which case an appropriately reduced pension will be 
paid. On the other hand, there is freedom for an employee 
to remain in service after the retiring date. In this case, the 
«first pension payment due to him will be deferred until he 
-actually retires. There will then be an appropriate increase 
in the pension, and no further payments need be paid after 
the retiring date. 

There is further flexibility in that either the pension can 
be taken on the terms guaranteed in the policy, or the full 

cash value of the pension at the date of retirement can be 
used to purchase an annuity on current pension annuity 
terms. The Scottish Provident is making the point that, 
in this latter event, the full cash value of the pension, 
without any deductions, will be made available, whether 
the annuity is bought from it or from any other office. 
There is, therefore, no penalty, and the best available 
annuity in the market can be bought. 
_ Quite apart from taking cash for this purpose, an em- 
ployee who is retiring can take a cash sum on retirement, in 
return for an appropriately reduced pension. The amount 
which may be taken in cash in this way is governed by 
Inland Revenue regulations. As an example, for an em- 
ployee with at least 20 years’ service at retiring date, the 
cash sum can be as high as one-and-a-half times final 
< remuneration. Cash paid in this way is not subject to any 
- taxation. Normally, cash will be provided at the rate of 
nine times the annual pension which is commuted. 

Plenty of variations can be arranged. For instance, there 
is the problem that, with inflation, the purchasing power 
of a fixed pension will decrease during retirement. As a 
- result, provision can be made for a pension to increase at a 
fixed rate each year while it is being paid. Arrangements 
can also be made for the provision of a pension for the 
widow of an employee who dies — whether death occurs in 
-service or after retirement. 
` Apart from that, provision can be made for immediate 
security for dependants, in the form of a cash sum which 
would be payable in the event of an employee’s death while 
in service before his retiring date. Under present law and 
practice, there is no liability to estate duty if the distribution 


“good for one employee will necessarily be good for another. 





of such policy money is at the discretion of the employ 

As mentioned, the overall maximum pension approval 
by the Inland Revenue is two-thirds of final remuneratio! 
this, by the way, can include not only basic salary, but a 
an average over a reasonable period of additional fiuctuati 1 
emoluments, such as bonus and commission. ` ` 

The maximum widow’s pension which can be provide 
(whether this is payable on death in service or death afte 
retirement) is normally two-thirds of her husband’s ow: 
maximum approvable pension. As mentioned, the max 
mum cash sum payable on death in service is now norma 
four times current remuneration. 

As there is so much flexibility, if a widow's eebe 
post-retirement increases in a pension, are to be provid 
in addition to the basic retirement pension under this typ 
of scheme, this can be achieved by securing extra ba 
pension on the employee’s life. At retirement, this will 
converted by the application of factors guaranteed i in th 
policy. By expressing all retirement benefits in terms o 
standard pension on the member’s own life, the costs 0 
administration can be kept low. ` 

The standard pension for the employee. (arid Sg a 
retirement benefits) can be secured either on a with-pr 
or non-profit basis. Death in service benefits, howev 
such as a cash sum or widow’s pension: in the ever 
death before an employee reaches retiring date, are secu 
on a non-profit basis. 7 

As an example, one can take the case of a male Zeg 
of 34, whose wife is one year younger. In this event 
annual premium of £300 would secure a cash sur 
£7,500, plus a widow’s pension of £1,500 per annum 
event of his death before reaching the age of 65. Prov 
however, he survives to the age of 65, assuming. thai 
current rate of bonus is maintained, a pension of £2,70 
per annum would be paid. 











Widow’s options 
On the other hand, by accepting a reduced pension of 
£2,250 per annum, a widow’s pension, also, would be 
provided. In this case, it would amount to £1,500 per 
annum, payable on his death after retirement. 

A further choice would be to take a pension of, sa 
£1,869 per annum for the employee, followed by a wido 
pension of £1, 246 per annum, with both of these increasin 
at the rate of 2} per cent per annum simple from th 
employee’s 65th birthday. 

On the other hand, if better terms could be obtaitied | i 
the open market, cash of £24,300 would be provided | 
purchase any approvable combination of pension. an 
widow’s pension (whether level or increasing). Or, 
employee could take a tax-free lump sum of one-and-a- 
times ‘final remuneration’, plus appropriately reduc 
pension benefits. Those, however, are only a few example 
of the possible choices open. l 

As can be seen, this type of deferred annuity, to whic 
life assurance can be added, is a package which can b 
shaped to meet particular requirements. Complete! 
different provisions can be made for different employee: 
the whole aim of this type of contract being to provid 
‘tailor-made’ benefits, rather than to assume that what 



























by ARTHUR HUGHES, D.F.C., M.A., 


\/'strors to the Computer 72 exhibition at Olympia 
next week will find that the emphasis i is on peripheral 
and ancillary equipment, the smaller ‘mini’ computers and 
visible record computers. 
This reflects a natural 
progression in the com- 
puter world. 

BETA has been con- 
cerned when organizing 
the exhibition, to appeal 
to two types of people: (a) 
the senior executive not 
involved with computers 
but wishing to familiarize 
himself with them, either 
because he is considering 
their use, or because he 
has access to a computer 
d wants to know how to get the best out of it; and (b) the 
computer manager looking for new equipment to improve 
is installation. 

_ Neither of these groups is likely to contain people who are 
ready, willing and able to place immediate orders for large 
1ainframe computers ~ computers are not sold that easily 


Exhibition Preview 


learly 150 companies will be showing equipment at Computer 
42, and American exhibitors are certainly intent on making 
their presence felt. With some 100,000 square feet of floor space 
and a total of 80 participating companies, the United States 
Trade Center could be the largest exhibitor. Their stand covers 
the whole spectrum of data processing and particularly well 
represented will be multi-application mini-computers, memory 
ystems of all kinds, and terminals ranging from sophisticated 
remote job entry units to the latest in high-speed printers. 
Of course there are many other exhibitors dealing with 
input, processing and output, and indeed the Computer 
Machinery Company are not only occupying a stand inside 
Olympia but also the nearby British Rail Car Terminal passenger 
lounge. This is to demonstrate effectively data communications 
nd remote terminals. A CMC 5 key-processing system with 
our visual keystations inside Olympia will be linked to a six- 
-keystation CMC o keyprocessing system across the road in the 
passenger lounge. There will be similar data communication 
_systems exhibited by CMC. 

“On the lighter side, Honeywell will be displaying paintings 
presented to their ‘Paint a Computer’ competition for children 
ae also the zany interpretation that Rowland Emett built in 1966 


Computer 72 - Reflecting the Changes 


President of the Business Equipment Trade Association 


anyway and it is not surprising, therefore, to find that ` 
although some large computer manufacturers are under- ` 
standably ensuring that their name is present at Computer 
72 by means of an exhibition stand or promotion, they are 
not exhibiting their big computers. 

What the visitor will see, however, and what we hope he 
will find extremely valuable, are presentations of small data 
processing units of the type which could. well be the best 
way for him to introduce his accounts department to 
computer techniques. 

He will also see virtually all there is to see of the equip- 
ment without which no computer could successfully oper- 
ate — input and output machines, computer data media 
(discs, tapes, etc.), specialized filing systems, etc., and he ` 
will meet many of the people whose skills provide the 
‘software’ element of computing — the working instructions. 
and programs without which a computer is just an inani- 
mate lump. 

These are the living elements of computers. It is how. 
computers are used, the equipment needed to reach into 
a computer and to obtain information from it, the ability 
to give the ‘number- -crunching’ device a purpose in society, 
which make computers the intriguing and valuable manage 
ment tools which they are today. 





of a working, power-driven, three-dimensional cartoon-of-a- 
computer, ‘This seems to mock at everything which worries 
computer executives such as punched card jam-ups, bugs, 
random access, magnetic tapes, programs and cycle time. 
There are, however, numerous exhibits that play their part in 
effective electronic data processing. These fall into a number of 
categories and some exhibitors have tried to cover most of them. 


Low-cost computers 


The Unidata 2200 system, for example, has the flexibility. to 
meet the dictates of data handling needs at an economic cost. 
This system need only consist of just a single unit ~ a complete, 
high-powered micro-computer programmed on cassette tape, 
which provides the facility for data preparation, low cost account- 
ing and remote terminal operation. When.employed with disc, 
punched cards, line printers and its other peripherals, the 2200 
becomes an integrated free-standing computer system in itself, 
the capacity of which far exceeds traditional accounting 
machines. i 
As a high-speed, intelligent remote terminal the system can 
be readily expanded or contracted according to the peripherals 
required ~ punched cards, magnetic tape, line printers, type- 
writers, punched tape visual display units or disc. As a terminal 
it can operate on line to a main computer. The system is truly 
multi-purpose. Zepp) ly, UNIDATA was responsible for 
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ADM "P Series 


the effective computer controlled results systems at the recent 
Olympic Games. 

Other exhibitors of mini and micro computers include Diehl, 
Sumlock, Intertechnique, and Micro Computer Systems, but if 
observers are thinking in terms of large central processors, the 
first step must be data preparation. Thus, there is a necessity 
for Computer 72 to show them compilers, enscribers, paper 
tape punches and verifiers in addition to the keyprocessing 
systems mentioned above. 

ADM Business Systems is introducing a range of low-cost 
computers — the ‘P’ Series — specifically designed to cope with 
the extra VAT workload in small businesses, while also provid- 
ing a basic unit which can be expanded for other system 
requirements. The ‘P’ Series computers are recommended 
for VAT in order to reduce the extra accounting and clerical 
time involved in purchasing — extracting and recording tax 
values to establish tax credits; sales — a great deal of additional 
information is required on an invoice, involving time-consuming 
calculations and extra typing; quarterly tax returns ~ where 
speed is essential in making returns within one month of the end 
of an accounting period. Other important uses for the ‘P’ 
Series are general accounting, payroll preparation, stock control 
and stock analysis. 

The basic model, which combines the speed of a computer 
with the operating simplicity of a typewriter, has 4 working and 
10 storage registers, each with a capacity of 14 digits, and the 
number of open data registers can be increased to meet the 
demands of expanding systems and heavier workloads. 

The internal. programme storage unit has a capacity of 6,656 
two-address instruction steps of 20 bits each. Register numbers 
included in the program give up to roo branches and the 
formation of constants can be carried out in the programming 
operation. The programming system is designed for flexibility 
to suit the individual needs of small businesses and the printing 
unit consists of 46-key typewriter available in carriage widths 
of 13, 18 and 26 in. Printing speed is 16 characters per second, 
while printing and form positions are all under program control. 

On the numeric keyboard, there are eight program select keys 
so that the operator can switch from one program to another 
at the touch of a button. This keyboard also controls the entry 
of data, which can be entered by the operator while the com- 
puter is still processing or printing. 


Data preparation 

The essential requirements of a data preparation system may be 
expressed simply as being: (a) control of the information to be 
punched and keyed (6) checking the punching process to ensure 
that the operator has correctly keyed the information, and (c) 
integrity of the recording medium, Control of information 


establishes the existence of batch references, totals, headers 
and so on, for use in resolving subsequent queries. E 
Standard practice in checking the punching process is the 
repetitive operation of verifying and as regards integrity of the 
recording medium it should be borne in mind that a holé ina’ 
punched card cannot be erased or lost; it will last as long as the. 
card itself. Rank ENM are exhibiting an Enscriber which is a 
mini-computer data preparation terminal which, by virtue of 
the powers and capabilities of its computer, brings the first. 
real updating to the basics of data preparation. ; 
Enscriber’s functions are to accept data via a conventional. 
keyboard; to display visually the information keyed; to edit 1 
against pre-determined standards; and then only if it is satis- 
factory to record it on magnetic tape for subsequent computer 
processing. D 
System ‘M’ by Addo isa collective name embracing a rangeof 
systems or configurations of units designed to meet the deman 
of the 1970s for high speed, accurate preparation of data for 
computer unit, mainly in magnetic tape form, at very come 
petitive prices. In each configuration a group of keystations 
controlled by a miniature computer called the master unit and 
various numbers and types of terminals, depending on the needs 
of the customer, can be connected via a standard interface, to 
the master unit. 
Addo claim that by choosing suitable machine configurations, 
re-programming of existing computer routines becomes vu 
necessary, regardless of whether those routines have been based 
upon input from punched cards or paper tape. It is: further 
claimed that adoption of System ‘M’ can reduce reorganization 
problems to an absolute minimum, since operators will continue 
to use the input routines with which they are most familiar. 




































Homogeneity 


Another homogeneous stand is that occupied by three divisior 
of Sperry Rand, namely Univac, Remington Rand and Sperr 
Gyroscope. Univac will feature the company’s terminal equip 
ment, particularly the Uniscope 100 visual display units and th 
DCT soo and DCT 1000 keyboard printer terminals; Univac’s. 
1700 series VP/VIP data preparation equipment will also be 
displayed. In addition, there will be a special study area where. 
specific applications already run on customers’ equipment can 
be viewed in greater detail in the spheres of finance, local 
government, retailing and value added tax. The aim of Sper 
Rand is to show in its divisions the most comprehensive range o 
computer systems and ancillary equipment at the exhibition 
including small, medium and large scale EDP systems present: 
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Addo’‘s System "Mi 


tions, terminals, peripherals, data preparation, memory storage, 
< mini-computers, data handling, COM and microfilm systems, 
«and information retrieval techniques. 

The keynote generally of Computer 72 would seem to be 
versatility because Nixdorf, of visible record computer fame, 
are exhibiting some 12 different systems, many of which are to 
be seen in the United Kingdom for the first time. Among them 
is the goo System, a small-to-medium mainframe computer 
which, with tape decks, disc units, line printer and console, is 
designed for flexibility of applications in both on- or off-line 
modes. It is also suitable for use as a batch processor and/or 
as a controller for up to 32 terminals. Connected to the goo 
will be two of the new 840 Series visible record computers and 
one will be used to demonstrate one of the many systems for 
banking that Nixdorf has installed in the City. 

. Other configurations include a decentralized system for high- 
speed data capture which comprises an 820/35 with high-speed 
needle printer (165 characters per second) and optical mark 
reader. This system is for processing invoices and is currently 
producing 24 line invoices in 20 seconds. Two 820/258 will be 
-òn display, one processing VAT, integrated purchase and nomi- 
nal ledger, and the other processing integrated stock control, 
sales ledger and invoicing. An 820/15 will demonstrate a stock 
ledger system. 


SS Bridging the gap 


` A new range of business computer systems which will also bridge 
the gap between VRCs and small mainframe systems is that 
-launched in the UK by Flexidata. In conjunction with Software 
Sciences, total hardware and software systems will be provided 
¿for customers and current programs include those for VAT 
“accounting, insurance broking, sales ledger and analysis 
- work, 
` Another gap that has to be bridged is that of producing pro- 
grams, and Alpha Systems have designed a compiler to meet the 
` growing demand from Philips P 350 users for an easy way to do 
“so. Furthermore, it has been designed not only for the experi- 
enced programmer but also for the accountant and his staff, and 
at the exhibition Alpha will demonstrate some of the results 
__ of three years’ experience in the profitable application of com- 
puters to the accounting problems of small companies. The 








applications range from basic book-keeping and fixed asset 
records to the automatic production of balance sheet, trading 
and profit and loss accounts. 

An interesting exhibit from Logica will be a sophisticated 
mcedel of a new hardware monitor and units of specialized 
communications hardware designed and developed by Logica 
staff. Data signalling units and modern eliminators, designed to 
link terminals to computers over distances of not more than 
2,000 metres without the use of conventional modems, will 
be part of the exhibit, which will also include displays 
and descriptions of the company’s data communications 
projects. 

Also on show will be Interdata’s newly announced Intertape 
Cassette tape sub-system. This second generation dual-drive 
system enables a user to edit, compress or decompress data and 
features a special hardware read-after-write check capability. 
Selling at £2,020, it provides one million bytes of mass storage 
at low cost. 

Information will be available from Interdata covering the 
newly announced low cost OEM Model 74 general purpose 
computer, and the Model zo data communications processor 
for terminal controllers, remote concentrators and front ends. 
Interdata has also announced. a ‘pick-and-mix’ pricing policy 
whereby customers qualify for the full quantity discount on 
orders for any mix of models. 


Stationery 


Electronic data processing inevitably necessitates forms and 
stationery generally for input and printouts. There are various 
exhibitors in this sphere and amongst them Roff’s Print, a 
Cornish company, gives a complete service of computer station 
ery from design to finished product. 

As well as continuous stationery and multiple tag labels, 
Smith and Ouzman, of London, also produce cheques, which in 
addition to normal bank magnetic characters, have serial num- 
bers in optical character recognition (OCR). These will be shown 
with other speciality cheques. 

Specially printed business forms in up to three colours, single 
part or multi-part, with or without file-hole punching, in any 
width up to a maximum of 18 inches will be exhibited by 





Remington Rand microfiche reader/printer 








Uniscope 100 visual display unit 


Deanson of Staffordshire. There will be single part listing forms 
on 53, 61 and 71 gsm paper and also multi-part listing forms of 
up to six parts, with either self-copying papers or interleaved 
‘one-time carbon. 

The theme of the Lamson Paragon stand will be ‘From source 
to storage’. Source documentation will feature OCR and OMR 
business forms using the Paragon Register and Speediset 
systems, whilst computer output stationery will include non- 
duplicate and multi-part continuous computer forms, the 2B 
Plastic Identity Card system, full colour computer letters, wages 
‘systems and continuous postal envelopes. Wall displays will 
illustrate special form features which are available, but the 
highlight of the whole stand will be the new Lamson Paragon 
Series 480 Bunto capable of speeds of up to 500 feet of paper a 
minute — reputed to be the fastest forms buster in the world. 
Other forms separating equipment will include decollators to 
complete the range and, for visible record computers, there will 
be form feed equipment. 


VAT documentation 

Storage of computer output stationery will be demonstrated. 
by the Lamson Paragon range of binders and equipment which, 
together with the Minipost visible card filing system, accom- 
modating data and punched paper tape, cover all likely printout 
storage requirements. As Computer 72 will be the last major 
computer exhibition before the introduction of VAT, there will 
be specialists on the Lamson Paragon stand to give guidance on 
documentation arising from the imposition of the tax. 

` Another stand on which there will be similar guidance avail- 
able will be that of Kenrick & Jefferson, who will be exhibiting a 
wide range of products, systems, and services. These will 
include computer forms for input and output, together with an 
OMR optical data capture system dealing with V AT inputs, 
and a wide stock range of envelopes for use with computer 
systems. 

For local government visitors to the exhibition, Kenrick & 
Jefferson will be giving special demonstrations of a number of 
‘systems designed specifically for local authorities such as: rent 
collection for computerized and non-computerized authorities; 
rent rebate systems; sundry debt collection systems and parking 
“fine collection systems. 


Bureaux and time sharing 
_ As in some industrial, commercial and professional spheres there 
has been a tendency to utilize bureau services in preference to 


installing one’s own central. processor, a visit to the Britist 
Oxygen Company’s Computer Centre's stand should be well 
worth while as technical and sales staff will be available to arrange ` 
free ‘bench marks’ for potential customers. There will be 
demonstrations of some of the Centre’s facilities with the aid of ` 
a terminal; the Centre itself is a full-scale commercial and: 
scientific bureau situated at Oxford Circus. 

Not to be outdone, the National Westminster Bank offers 
banking services to all exhibitors and visitors, whether or not 
they are customers of the bank. The staff in attendance will 
welcome any inquiries regarding the many specialized services 
provided by the bank, which, of course, includes the bureau; 
Centre-file. 3 

Two IBM 3982 branch terminals will be on the Lloyds Bank 
stand and apart from the usual counter services to customers, 
inquiries may be made on their behalf to the bank’s two com- 
puter centres — London and Birmingham ~ which undertake 
the whole of the accounting for all branches and to which the, 
stand terminals will be on-line. A separate section of the stand 
will have a representative from the Bank Computer Services 
Department, who will describe all available bureau services such 
as payroll and an investment funds accounting service. 

Just as there is a trend to consider bureau services, there: 18 
also an increasing movement to dispense even with small 
computers and to share facilities and power offered by large- 
scale machines. Capital Cities Computer Centres, the commer- 
cial computer arm of the Industrial Commercial and Finance 
Corporation, will be exhibiting a remote job entry communica- 
tions terminal linked to an ICL 1905 F computer. 





Leasing 
Visitors to Computer 72 may be surprised to find only tw 
leasing companies among the exhibitors: Mercantile Leasin 
and Standard and Chartered Leasing. Mercantile are major 
independent computer owners, with over £30 million worth 
bought and leased to a variety of customers in industries whi 
range from engineering, catering and hotel booking to the quici 
calculation of share prices. "7 
There used to be a great mystique about computer purchase 
but all this is now being simplified. ‘What used to be a bi 
adventure and a highly technical plunge into the unknown’, 
states Mr Stuart Errington, managing director of Mercantile 
Leasing, ‘is becoming a straightforward commercial transaction, 
like installing a new range of machine tools, and people are begin- 
ning to look at it much more realistically.’ Greater realism is 
called for in financing computers, and companies should loo 
around them for the method which would be most satisfactory 
in their particular circumstances. E 
There are far more middle-aged and old computers in us 
today than many people realize. The result is that many com- 
panies are paying heavily for making the wrong decisions when 
acquiring a computer. It is becoming more obvious with the 
increasing cost of software that companies will be using their 
computers for longer periods and therefore leasing or outri 
payment can be a more economic proposition than the tra 
tional rental system. ; 
On the eve of Britain’s entry into the European Economie 
Community, many organizations will need to take a new look at 
how they are going to finance their computer needs in the light 
of the pressures they are likely to face and in view of the imple 
mentation of a new tax system. 
Standard and Chartered Leasing claims to be the first wholl 
British-owned company offering short-term computer lease 
and booking services. It offers short-term leases on IBM. 360 
equipment at competitive rates, and similarly with medium- 
term leases on System 370. In addition, the company operate 
a booking service to buy or sell any type of computer throughou 
Europe and there is also the SCL’s Technical Support Group 














which offers customers free systems installation and program- 
ming advice — ensuring that the benefits of leasing are obtained 
with the minimum of interruption. 





Seminars 


— The programme of seminars that is being held throughout the 
` course of the exhibition (as detailed on this page), will include 
> lectures on ‘Unbundling and packages of programs’ (Professor 
A. 8. Douglas, President, The British Computer Society), 
‘Small company applications’ (Mr J. Gratwick, of Urwick Orr 
and Partners) and ‘Buying packaged application systems — the 
reality’, to be arranged by the Hoskyns Group. 

_. The seminar programmes have been organized by the British 
Institute of Management and will take the form of two series 
running concurrently, one of general interest aimed at manage- 










Computer 72 Seminars 


General interest 











ment and. one of special interest for computer execu 
first session on Monday, December 4th, is ed. ‘Comp 
in Europe’, which, under the chairmanship of Mr Airey Neave, 
Chairman of the House of Commons. Select Committee on 
Science and Technology, looks at the latest trends overseas with 
a watchful eye on the future. E ee E 
On the second afternoon of the exhibition there will b 
debate which promises to be filled with controversy as it 
entitled “Computers have contributed nothing to business 
efficiency.’ Lord Avebury, Chairman. of Digico Ltd, will be 
keeping the peace between the proposer of the mot 
P. Sandford-Johnson, managing director, Managem 
nology, and Mr B. M. Brough, director of managemen services, ` 
BEA, the opposer. Any half-day sessions may be attended at 
a fee of £8. ee a ee EE 


























Special interest 
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“Monday, December 4th 


E No seminar 
= International aspects 








Session 1 
EE 
Information and the 
manager 









‘Tuesday, December 5th 
Management and 
computers 







Session 2 Session 3 













Vednesday, December 6th 
“Computers and people 


Computers and stress in 
people — planning 
systems for man/machine 
interaction. 





Computing in Europe 





Debate : ‘Computers have 
contributed nothing to 
business efficiency.’ 





Careers in computing. 













No seminar f Programming technology K 















Unbundling: its effects | Te 
on the computer. industry } — 
and the user. 






















Session 11 











Efficiency and security i 
the computer room. 


Debate: ‘Neither 
FORTRAN nor COBOL 
have a future: a single 
language makes more 
sense and will take over.’ 






















Session 4 Session 5 Session 13 Session 14 
Thursday, December 7th Data banks Computer networks The computer and the Buying packaged 
Application of computers 3 smaller company application systems — 
: the reality ` 
Session 6 Session 7 Session 15 








Friday, December 8th 
The future 


Data transmission — 
developing the links with 
the user. 








Session 8 








Fees 


General Arrangements 
— The seminars will be held at Olympia im => 
-either the APEX ROOM or the PILLAR HALL. 












` ds taking place will be displayed daily at the 
"entrance to the exhibition and at the inquiry 
desks. - 


~ available) and: 
Morning session 





09.30 and 09.50. : 


Debate: ‘Users will not 
own or operate their own 
computers in the 1980s." 


Session? 


: £8 per ticket for each half-day session. ` 
The fee includes entrance to the exhibition, 
The name of the room in which each session. -copies of the seminar papers (where: i 


Coffee in the meeting room between... - : 


The mini-computer = its 


role and future. ` Fe visi 








Session 17 "Session 18 








-Afternoon sessions ee Come E 
<=: Tea-in the meeting room at the close ofthe 
seson d Sé EE 

















‘FINANCE AND COMMERCE 


Straightening Up at Oliver Ri 


r"IGHTEEN months ago shareholders in Oliver Rix were 
(told of the directors’ concern about the group’s garage 
division, and particularly about the Merseyside garages and the 
distribution of commercial vehicles. Mr J. F. Nash, ¥.c.a., told 
shareholders at the time of the steps then being taken to resolve 
‘the problems and of the management view that by the end of 
June 1971 the losses had been largely eliminated. 
` Butas it so often proves, the Merseyside matter was the tip 
of the iceberg, losses were not cleared by mid-1971 and to find 
“out just how bad the situation was it was decided to run the 
financial period for eighteen months to June 30th, 1972. A 
glance at the eight months’ profit and loss account indicates how 
deep the trouble went. 
Mr Nash records that the production of the 1971 draft 
accounts ‘not only revealed that the Merseyside and commercial 
ehicle losses were continuing, but also showed that there were 
substantial losses at other garages due to ineffective management 
control’. Two decisions were taken — to change the top manage- 
ment and, secondly, to determine the true position of the group. 
Me T.W. Donovan, a director of J. F. Nash Securities, was 
‘appointed managing director ‘with a mandate to eliminate or 

ectify all loss-making activities by June 30th, 1972’. Mr 
poren Mi Nash reports, ‘has satisfactorily completed this 
‘task’, ; 



























Selling off 

Mr Donovan bas clearly been company surgeon rather than 

¿company doctor, but by the look of the size of the losses incurred, 

Oliver Rix needed surgery rather than medicine. Trading activi- 

“ties centred on Merseyside were closed — the Watsons of 
Liverpool organization having incurred losses and having been 
affected by compulsory purchase of premises. Re-location of 
operations in other parts of the area proved unsuccessful and 
they, with the commercial vehicle activities centred on Liverpool, 
were closed. 

During the three months to June 1972 the group continued 
the rationalization of its trading activities. As well as the garage 
closures it was also decided, Mr Nash reports, to sell the group's 
agricultural division. A net-trading loss of £129,351 relating to 
the agricultural companies is included in the profit and loss 
account under the heading of discontinued activities and non- 
recurring costs. i 

"The trading assets of Wheatley Trailers (a company taken over 
; during the period under review) were sold to the Root Harvesters 
company. Other agricultural activities were sold and the Massey- 
Ferguson distribution in Norfolk and Suffolk was sold to 
Jacope Investments, a company in. which the group’s former 
managing director, Mr J. M. Riches, has.a substantial interest. 





inefficiencies Ke n 


“The Wheatley Trailers trading activities were sold for £195,000 
cash; whereas the directors’ report records that 4,264,060 
ordinary sp shares were issued on the acquisition of the com- 
pany. Another acquisition — Peterborough Die Casting Co, 


“involving the issue of 1,154,400 Rix shares ~ produced record ` 
profits of £78,450 and is said to be ‘served by a very competent ` 


management.’ The Peterborough company is an integral part of 
a now profitable manufacturing division. i 


The 


usage for storing and dispatching customers’ products, shoul 
make a worthwhile contribution to future group profitability 
The Factoring division was and still is the most consisten 
profit earner, and the Insurance division does well. 

Accounting for £669,647 of the non-recurring items in th 
profit and loss account, the Garage division’s losses wer 
basically due to poor trading margins and to ineffective manage 
ment. Mr Nash comments on the point that a succession o 
management changes in many cases resulted in compoundin; 
the poor trading results being achieved and the inethcienc 
that were already in evidence. =“ 

An entirely new accounting system has been installed and th 
boardroom view is hat 3 basis has been established on whic 
future trading can be adequately assessed and the right type o 
profit contribution produced. A revaluation of properties ha 
been written into. the accounts. 


Buying trouble 


Former managing director Mr J. M. Riches resigned from th 
board on March 8th, 1972, and Mr Donovan was appointed th 
following day. There were two other resignations and in vie 
of the need to appoint a new managing director now that M 
Donovan has completed his surgery, the board has bee 
strengthened by outside appointments of Mr John Robertshaw 
a director of merchant bankers Edward Bates & Sons, and M 
John Wakeham. Mr Nash reports that the group has trade 
profitably during the current financial year and in his state 
ment with the accounts he said he proposed to announce th 
first quarter figures at the annual. meeting. If results are in lin 
with budget, an interim dividend will be considered next 
March. 

The six months to June 30th last, and particularly the March- 
June period, saw most of the reorganization and the new account- 
ing controls system should enable management to take prompt. 
remedial action whenever problem areas show up. 

The group Mr Nash reports, has now ceased renting its own 
computer because of the under-utilization of the basic minimum 
time purchased and the computer activity is now being operate 
on a bureau basis. Reorganization and implementation of the 
new accounting systems make up the bulk of the reorganization 
costs in the accounts. 

Basically, the Oliver Rix story is the familiar one of over- 
expansion and under-management. A series of acquisition 
particularly those in the north west ~ well away from th 
company’s East Anglian sphere of operations ~ over-stretche 
an organization for which the board presumably thought it w 
buying management. It bought trouble instead. : 





Bank of New Zealand 
-< A MARKED, 





D, indeed historic, departure from all previous 
JA forms: of presentation’, is made in the 1971~72 accounts of 


“the Bank of New Zealand. In this, the r11th report of the bank 


~- to ‘the Honourable the Minister of Finance’, the accounts are 


Transport division, concerned with specialized vehicle ` 


$ 





‘presented on a full disclosure basis — the bank having hitherto 
‘adhered to what might be termed the English banking tradition 











































of showing as its published profit a figure which had been struck 
after making transfers to or from inner reserves.’ 

` The major effects include an addition of $16,367,000 to 
teserves (the figure having been either previously mainly 
included in contingencies account and shown with outside 
liabilities or deducted from assets) plus a further $5,190,000 
resulting from ‘a writing up of the value of the improved portion 
of the bank’s landed property to Government valuation’. In the 
balance sheet, capital reserves, including the property revalua- 
tion surplus, stand at $8,863,000 and revenue reserves at 
$26,460,000. i 

_ The report comments that ‘the additions to reserves which 
have been accumulated over a period of about three-quarters 
of a century, are substantial but they are not out of line with the 
requirements of the bank’s expanding business. The bank has 
«made no cash issue of capital since 1926 and it is from additions 
to reserves that it has had to look for the necessary accretions 
to shareholders’ funds appropriate to an organization of its size 
and the extent of its clientele.’ 

On the general subject of the change from limited to full 
disclosure, the bank’s report comments that ‘in New Zealand 
banks were not bound by the Companies Act at least until the 
` Amendment of 1969’, which required overseas banks operating 
in New Zealand to disclose fully their financial positions in that 
_ country. But even that amendment was not, apparently, binding 
on the Bank of New Zealand and the bank ‘has not made the 
changes in its accounts under the compulsion of law, although 
the new presentation is in a form consistent with the amend- 
ments to the Companies Act.’ 

The board therefore considers the bank to be a pioneer in 
Il disclosure ‘among trading banks in New Zealand and 
istralia’. It is noted that in the United Kingdom the view of 
any banking authorities is that full disclosure ‘has had the 
sneficial effects of increasing the competitiveness and efficiency 
of the banks, while at the same time removing public misappre- 
hension as to the real profitability of banking in the United 
ingdom’. 

Incidentally, before full disclosure only two other parties 
apart from the board, chief auditor and senior management of 
the bank knew the true position of profits and reserves. They 
were the Ministers of Finance (or Colonial Treasurers) in 
successive Governments for over 70 years and, inevitably, the 
New Zealand Commissioners of Inland Revenue. 


























Brayhead ‘Reservations’ 


PMOOPER BROTHERS make ‘reservations’ in their report 
on the accounts of Brayhead Ltd. In Cooper Brothers’ 
opinion the £2,069,765 shown in the accounts as the value of 
the investment in subsidiary companies and also the related 
em of £714,423 for premium on shares in subsidiaries are only 
justified at the present time on the basis of the realization of the 
surplus of some £400,000 estimated by the directors in respect 
of a freehold property which is to become free for re-develop- 
ment following a transfer of production to new. works. The 
board’s view is that the redevelopment will result in a surplus 
of some £400,000 in excess of current book value of the site and 
development costs. 
The second reservation by the auditors is to point out that 
group results for the year and the amount of the 40 per cent 
investment in an associated company — Leighton Investments — 
‘are stated before including the group’s share of the results of 











in accordance with the Statement of Standard Accounting 
Practice No. 1’. 





at £142,289 and the relative note and also the auditors’ report 
` make the point that the attributable share of profits and net 





the associated company since acquisition and are therefore not ` 


~The investment in Leighton Investments is in the accounts ` 





assets are based on unaudited management accounts at May 3 Ist; 
1972. The note explains that the associated company’s results 
have not been consolidated ‘as audited accounts have not been 
prepared for any period subsequent to the acquisition of this 
investment in October 1971’. 


In Command 


T? say that Mr B. M. Billingham, F.c.a., is in command of 
John Bland & Co, of Cardiff, is no understatement. He heads, 


as chairman and managing director, a three-man board of which’. - 


the other two members are Mr R. W. Groves, F.c.1.8., consultant, 
and Mr E G. Wilcox, F.c.a., non-executive. John Bland & Co 
is the holding company and Mr Billingham chairs the boards of 
the three trading subsidiaries in timber, ironmongery and 
‘Do-it-yourself’ materials. l 

The latest accounts cover the financial year to last May. One 
former director resigned in November 1971, another at the end 
of the financial year and another last July. Mr Wilcox was not 
appointed a director until May 31st. The 1970-71 accounts 
showed a loss of £204,665 before interest charges on turnover 
of £5,139,000. The latest accounts show, on turnover of 
£31330,000, a trading profit of £71,856 from continuing branches 
of the business and losses of £221,252 on branches which have 
been closed. 

In the directors’ report there is a summary of changes in the 
group’s activities showing businesses retained, closed or sold and 
properties retained, sold or revalued for sale. Disposal of fixed — 
assets resulted in profits of £267,190 in the latest accounts: 
against £97,880 in the previous year, offset partly by ‘extra- 
ordinary charges’ of £106,811 against £172,060. 






The company, Mr Billingham tells shareholders, ‘is recon- — 
structed as a strongly financially orientated holding company = 


controlling three wholly-owned trading subsidiaries’, Re- 
organization is fully completed and each of the operating 
subsidiaries is now trading profitably and shows a satisfactory 
return on capital employed. In view of that and of the strong: 
financial position, a dividend of 3 per cent is to be paid against ` ` 
a nominal x per cent previously. i 

Group accounts show former bank overdrafts of £561,877 ° 
and short-term loans of £200,000 eliminated, bills payable 
reduced from {276,844 to £49,435, and properties and plant 
held for realization standing at £317,308 — comprising £294,180 
of assets. sold since the year end at amounts realized and assets 
not yet sold at a net book value of £23,128. 


Balanced Diversification | 


any pe HOLDINGS’ performance in the year to last April 
demonstrated the. worth of balanced diversification in an 
industrial holding group. While the engineering, textile and 
merchanting divisions were continuing to increase profits from 
£978,905 to £1,118,922, the printing division undid that good ` 
work by losing as much as £204,168 against the previous year’s 
already depressed profits of £24,971. In 1969-70, printing pro+ 
fits had been £101,635 but had not been in a growth situation for 
some veärg, =. 

Spark’s chairman, Mr John G. Lawson, frankly says that ‘the 
blame for the results: must be paid fairly and squarely at the 
door of poor management’. In March this year a new managing 
director for the division was appointed and ‘a massive policy of 


top and middle management changes’ has been completed. © 


Losses, however, continued for the first five months of the 
current year although by the end of the year the business should 
have turned the corner. ee 

Beyond this the Spark head office team has been strengthened © 
by the appointment of Mr Peter J. Barden, F.c.a., as group `" 
finance director. 
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He has an expert knowledge of the whole 
insurance market which only comes with years of 
experience on top of a thorough training. He is the 
only person from whom you can get independent 
insurance advice. 

When you use the services of a CIB broker, as 
we hope you will if you don’t already, this 
expertise shows itself in the way he constantly 
watches over your interests. 

When choosing a policy, he watches the small 
print for you — and finds the fewest exclusions for 
the lowest premium available. 

When deciding what policies you need, he will 
cast a thorough eye over all your company’s 
activities and arrive at the most complete cover at 
the lowest market cost. 

He will keep a continual watch for all the latest 


ideas in insurance, and if any could cover you more 


completely, or for less money, or both, 
he will recommend changes for the 
better. He will make risk improvement 
recommendations to keep down the cost 
of your insurance. 


What has an insurance broker got that you haven't? 


is SE 


And when you have occasion to make a claim, 
he will watch your interests like a hawk, and will 
bend his brain to get you the best possible 
settlement. 

All this will leave you feeling that your CIB 
broker has eyes in the back of his head. 

And that he can serve you far better than you 
could ever serve yourself. 

Put this to the test. Get a CIB broker to run an 
eye over your insurances, and recommend 
improvements. 

If you'd like a list of CIB member companies, 
just ring 01-588 4387 and ask for one. There are 
600 firms on it, in all parts of the country — every 
one fully qualified, and operating to the highest 
professional standards. 

The British insurance market is the best in the 
world. But it presents a maze-like 
complexity to one who doesn’t know 
his way around. 

Through this baffling labyrinth, a 
CIB broker is just the guide you need. 


The Corporation of Insurance Brokers 


15 St. Helen’s Place, London EC3A 6DS 











| Jacobs, Kroll & 
Company Limited 


MERCHANT BANKERS 















Another year 
of progress 






` | [0 Profits before taxation for the year ended 
` L goth September, 1972 amounted to £120,858, 
an increase of nearly 70% over those for the 
| previous year (£71,675). 

[C] During the year under review, the Bank’s 
authorised share capital has been increased 
to £500,000 and the paid-up capital from 
£150,000 to £350,000 by means of a Rights 
Issue of £100,000 and a Bonus Issue of a 
similar amount. 
























[| There has been a considerable expansion 
in all spheres of activity. 

C] The Bank’s President, Mr. Harry Jacobs, 
confidently expects a further all-round im- 
provement in the current year. 















1972 1971 1970 
£ £ £ 


Profits before Taxation 120,858.. 71,675 60,566 
Capital and Reserves 365,470 = 199,683 170,246 


Deposit, Current and ae 
otherAccounts -= < 2,541,962 1,196,697 660,535 


Gross Assets Employed 3,734,938 1,933,818 1,389,020 




















Jacobs, Kroll & Company Limited, 
| 21 Pall Mall, London SW1Y 5LP 
_ Telephone: 01-930 9676/9 














"THE INSTITUTE OF 
MUNICIPAL TREASURERS 
‘AND ACCOUNTANTS 


THE NATURE OF 
LOCAL GOVERNMENT 
ACCOUNTANCY ` 
Monday, biliary Sth 


Chairman: 


W. L. Abernethy C.B.E. 


Comptroller of Financial Services, 
Greater London Council, 


Speakers: 
F. E. V. Jones. ~> : J. Parkes 
. Coventry Lincs (Lindsey) 
J-Y. Miller E. J. Patrick 
Gloucestershire Oxford 
J. Nicholson M. F. Stonefrost 
Department of LM.T.A. 


the Environment 


The aim of the conference is to assist professionally 
qualified accountants and auditors whose experience 
has not been in local government to understand 
the nature, objectives and problems of accountancy | 
and auditing in local government. 
Further details and application forms may be 
obtained from: 


The Secretary (Ref. 15) 
LM.T.A 

1 Buckingham Place 
London SW1E GHS 


TA/NOV. 30 





City Notes 


PN FFICIAL prodding upwards of interest rates has not 
AJ necessarily obscured the growth view still being taken of 
economic prospects. There are enough people commenting 
about ‘5 per cent growth’ for the stock-market to have the phrase 
written into its bullish vocabulary. 

Stock exchange people like this kind of phrase. It has the 
attribute of apparent exactitude but is at the same time nicely 
nebulous. Further than that it is the kind of phrase that can 
be trotted out bullishly when the bears are going on about the 
perils of inflation, the deterioration of industrial relations and 
the potential cost explosion (quite apart from inflationary force) 
from VAT. 
` And if companies of the calibre of Courtaulds and ICI can 
come across with good-looking earnings figures, then “5 per 
cent growth’ can be used as substance for optimism about a 
continuing earnings advance. 

With the New Year resolution investment season coming 
up, "e per cent growth’ will no doubt figure prominently in 1973 
investment projections. Doubtless, investment recommenda- 
‘tions will be made to fit the projections. 
` Somebody is going to maintain that the May-October equity 
‘fall this year was merely a secondary recession in a bull market 
“that still has a long way to run. 


* * Ki * 


d paren dealings’ is another stock exchange in-phrase of 
“the time. The City has a shade belatedly considered that 
asset stripping and merger manipulating are bad things and, 
‘since it is not particularly difficult to connect profitable and 
‘timely share dealing with stripping and merging, ‘insider 
dealings’ have become a bad thing as well. There is no doubt 
that they are, but insider dealing detection is not easy and out- 
aide the sphere of take-overs and mergers there is no form of 


‘corrective. The Stock Exchange, which through the market 


it provides makes insider dealings possible, should, people 
outside the Stock Exchange may consider, make much more use 
of what Lord Shawcross describes as ‘the sanction of the 
quotation machinery’. If insider dealings were to lead to a 
withdrawal of quotation until the deals had been undone anda 
fine to the extent of the profit imposed, even the admittedly 
limited volume of such dealing that there is could well be 
markedly reduced. 





KL * * Ki 


HE equity new issue market is not having everything its own 

way. A cramped new issue schedule has caused one definite 
postponement, and the pay and prices freeze is responsible for 
another. The first postponement was of the Silentnight bedding 
and furniture group where it was considered that three furniture 
share offers in the space of three weeks was a bit too much ~ 
the issues being Christie Tyler, Schreiber Industries and 
Silentnight. But the Schreiber operation has also been post- 
poned because ‘an employee share scheme whereby all em- 
ployees could become shareholders, which the board regard 
an essential feature of the company’s plans, cannot be imp 
mented during the pay freeze’. The share marketing has been 
postponed until the scheme can be implemented and tha 
presumably, means next spring at the earliest. The Silentnig 
issue is expected to be re-timed for the early part of next ye 





* * * Ki 


IVE hundred major stockbrokers, investment bankers and 

money managers from the United States, Canada an 
Europe met at the Savoy Hotel this week for a three-da 
European Institutional Investor Conference. Organized by th 
Institutional Investor, the USA’s foremost financial monthl; 
journal, the seminar concerned investment opportunities 1 
North America — and that made an interesting change from thi 
everlasting Common Market. l 





RATES AND PRICES 


Closing Prices, Tuesday, November 28th, 1972 


"Bank of England Minimum Lending Rate Nos, 17th, 1972. 74% 


Zë Treasury Bills 
Sept. 22 , £66999% Oct. 27 .. £68930% 
Sept. 29 , £66252% Nov. 3 «+ £68838% 
Oct. 6 .. £66676% Nov. 10 , £68838% 
“Oct. 13 .. £6°6890% Nov. 17 .. £6°8558% 
Oct. 20 . £67135% Nov. 24 . £69346% 
: Money Rates 
Day ro day .. 64-7 % Bank Bills 
7 days — 63-73% 2 months 73-78% 
Fine Trade Bills 3 months 73-72% 
2 months .. . 890% 4 months 73-74% 
4 months .. 84-94% 6 months 82-84% 
` 6 months .. 82-94% 


Three Months’ Rates 


Local authority deposits an .. 8 -8} 

Local authority bonds ` Sc .. 7} -8 

Sterling deposit certificates 84 -84 

Euro-sterling deposits 84-88 
- Euro-dollar deposits . 5% -6 


Finance House Base Rate — November ist, 1972: 74% | 
Retail Price Index (16.1.62=100) 167-7, 20.10.72 (from 166°4) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer). 


Foreign Exchanges a 
New York 2:3517 © Frankfurt A T520 
Montreal 2:3256 Milan 137% 
Amsterdam 7:5959 Oslo LSA 
Brussels 103°53 Paris 11'875 
Copenhagen 161150 Zurich 8-890 

Gilt-edged 

Consols 4% 42} Treasury 9% 1094 
Consols 24% 26+ ‘Treasury 8) % Bg-86.. 5 98; 
Conversion 33% < 36% Treasury 84% 87-90. - «90 
Conversion 54% 1974 >- 97 Treasury 64% 1976 93 
Funding 34% 99-04 ~- 444 Treasury 34% 77780 >+ . 75 
Funding 54% 78-80 834 Treasury 34% 79-81. 9 
Funding 5$% 82-84 82} Treasury 5% 86-89... 67 
Funding 52% 87-91 724 Treasury 54% 08-12 .- 60% 
Funding 6% 1993 72$ Treasury atb. "ou BOR 
Funding 64% 85-87... 814 Victory. 4% ~ +> ce GBF 
Savings 3% 65-75 = 8932 War Loan 34% 283 








Letters 





: Enriching the Gravy Trains 


Str, — The Blue Book 1972 (recently published by HMSO, 85p 
net) reveals the wanton enrichment, by Mr Barber’s budgets, of 
“the rich nourishing gravy trains of Whitehall’. In 1971, they 
leapt by 50 per cent to £14 billion (my prudent guesstimate, 
-osin “To Tax and to Please ...’, your issue of May 2oth, 1971, 
owas {1} billion). The subsidy of company dividends from 
personal taxes has, therefore, jumped from an average of {1 a 
week per taxpayer to {1-sop; and the annual Danegeld of the 
members of the ICA is now of the order of £4 million. 

More disgusting, however, is the increasingly onerous tax- 
“burden on lower-paid employees — including that vicious poll- 
‘tax. called National Insurance. This was highlighted in a recent 
adio-exposition of the increased Family Income Supplements, 
y Miss Della Nevitt (Reader in Social Administration, LSE); 
Taxation pushes the lower-paid workers below the poverty- 
ne’. 

The effrontery of the British tax-swindle is amazing, its 
ramifications bewildering; but the anatomy of the gravy trains is 
learly discernible: 




































£ million 
Companies 1970 1971 
Fixed capital formation . 3,895 3,848 
i Fixed consumption (at current prices) 1,757 ` 2,002 


Depreciation ~ say 60 per cent thereof (1,055) (1,200) 


Capital allowances (including allowance- 


< equivalent of investment grants) 3,675 4,940 
Excess of allowances over depreciation 2,620 3,740 
“Company tax bonanza Sc 1,050 1,500 


© The impact of this ‘Great Industrial Savings Swindle’ is 
“revealed by comparing Tables 19 and 46 with 26-27; although 
in 1971 profits rose faster than personal incomes, company 
taxes were lower by some {100 million, while another {1 
billion was added to the swingeing personal tax load. 

So is revealed the truth underlying Mr Barber’s vaunted 
tax-slashing’; it is no longer the idle speculation of ‘that gad ly, 
Jack Clayton’; but ‘right from the horse’s mouth’, and evident 
to those willing to spend 8sp. A tip to the initiate: my extracts 
mbrace many tables, and a more than quarter-century study 
_of them. For simplicity, just glance at Table 47 and remember 
‘that, from the taxes paid shown therein, should be d2ducted 
investment grants (Tables 20, 27). 
` In my article, I gave an extract from Mr Barber's. mini- 
budget, expressing his intent so to enrich the gravy trains; and 





f the ‘cut-company-tax’ lobby from Sir Fred Catherwood 
(who, in turn took over from Mr John Davies). Meanwhile, 
Professor Paish, ‘the onlie true begetter’, is still proselytizing — 
doubtless much encouraged by the platform provided for him 
at the ICA 1971 Cambridge Summer Conference, and the 
` enthusiasm with which his heresies have been adopted by the 
_ ASSC, 


tax burden, over the past two decades, from companies to 


che has shown remarkable initiative since taking over lead srship R 


e success of the lobby i is evidenti in the immense shift of the 


persons: 
Companies Persons 
. per per 
UK Taxes paid im cent £m cent 
1952 982 35 3,209° 25 
1971 898 12 15,277 33... 


(The percentages show ratios to net incomes) 


The crunch question is whether this awful process of con- 
verting the once medel UK tax system into one now the envy of 
the most reactionary ‘banana’ republics can ~ in the immortal 
words of the latë Ramsay MacDonald — ‘continue to go on and 
on and on and on and up and up and up’? 

Mr Barber (a former tax counsel) has demonstrated his 
expertise; his 1972 budget shows that his ingenuity is not ex- ` 
hausted; and VAT is still to come. Inflation — one of the main 
elements: = he has stimulated by his squandermania (the root 
cause of inflation). But the ploy of combining free depreciation 
and accelerated depreciation cannot go on forever; the balance ` 
of unused allowances is becoming rapidly exhausted. After that, 
what then? 

It is here that the role of the ASSC is so crucial: its main job ` 
is to. destroy Recommendation XV, to pave the way for the 
adoption of ‘replacement cost’ as a respectable substitute for 
historical cost in the field of tax allowances. Only thus is it 
possible to hope for the continuation ~ and escalation ~ of a 
schematic which has already achieved the ‘miracle’ of allowances 
some four times cost. 

Before, however, the Council of the ICA finally approves © 
such a shocking departure from objectivity, I beseech again. 
(as I did at the AGM) every single one of them to seek answers — — 
to his own satisfaction — to the 13 relevant questions set forth ` 
in my letter in your issue of December 3oth, 1971. Otherwise, - 
in addition to conniving at the perpetuation ~and escalation of ` 
the present awful corruption of Adam Smith’s first canon, they. 
would also provide a sad demonstration that the habits of the. ` 
lemmings are not, after all, unique. 

I trust that my syndicate at the recent ICA course on ‘Acs 
counting for Inflation’ will accept this letter by way of apology 
for my absence due to illness. 


Yours faithfully, 


Cheam, Surrey. JACK CLAYTON, 


Estate Duty 1972 


Sir, — I have read with interest the letter from Mr N. C. 
Harrison, F.c.A., which you published in your issue of November. 
16th. It seems to me that the exemple which Mr Harrison set out ` 
was quite correct and, with respect, that your footnote comment 
was misleading. 

A legacy of £15,000 bequeathed by a husband to his widow 
absolutely will be ‘disregarded’ for estate duty purposes (section 
121 of the Finance Act 1972) on the death of the husband and 
may thereby reduce the duty liability, if the husband’s estate 
exceeds £15,000. However, on the death of the widow the 
legacy will form part of her estate and may be liable to duty as 
such. There is no exemption for the property representing the 
£15,000 legacy in these circumstances, and there is no reason ` 
why there should be. 

The Position would be different, however, if the widow had. 
been given a life or limited interest only in the sum of £15,000.. 
On her death the property representing the legacy would 
qualify for the long-established surviving. spouse exemption, 
provided that the conditions in section 5 (2)-of the Finance Act | 





































Yovember 30th, 1972 R 


(894. ae amended by section 14 (a) of the Finance Act 1914 are 
satisfied, 

"To take Mr Harrison’s example: the first spouse leaves an 
ştate of £30,000 and no bequest to the other spouse ~ duty will 
ye £4,250. The second spouse leaves an estate of £80,000 and 
luty payable will be £26,250. 

If the first spouse leaves a legacy of £15,000 to the second 
spouse for life, total exemption from duty will be available on 
the first death. On the second death - no matter when death 
may occur ~ estate duty will still be payable on the second 
spouse’s estate of £80,000 with the same liability of £26,250. 
But, the property representing the legacy of £15,000 will then 
pass to the beneficiaries entitled under the terms of the will of 
the first spouse, entirely free of duty. 








Current Law 





Resulting Trust 


EXPENDITURE on the property of another, it has been 

decided by a majority of the Court of Appeal, may give rise 
to a ‘resulting trust’ in favour of the donor. Where it is in- 
equitable on the grounds of justice and good conscience for the 
owner of the property to take the property for himself and 
exclude another from it, the law should impute a trust for that 
other’s benefit. 

H, a lady of advanced years, had been living in a small house 
which by reason of its dilapidated condition had been con- 
demned. She thereafter went to live with her married daughter 
and son-in-law, at their invitation, and an extension was built 
on to their house at a cost of £607, to provide an extra bedroom; 
this £607 was paid by H direct to the builder. After a few 
months, in consequence of a dispute, H moved elsewhere and, 
being in need of money, applied for the repayment of £607. 
Her son-in-law, P, denied that the £607 was a loan; no arrange- 
ment had been made for repayment, the money had. been paid 
by H for her own benefit, and the arrangement had not been 
intended to create legal relations. 

-H then abandoned her claim for money lent, and in the Court 
of Appeal asked for the declaration of a resulting trust in her 
favour. Upholding her claim, Lord Denning, MR, observed 
that the case fell ‘well within the principles’ of those cases in 
which a person who had contributed towards the purchase of a 
house in money or money’s worth was entitled to the benefit 
of a constructive trust proportionate to his contribution, even 
in the absence of agreement or evidence of any intent to create a 
trust. It was, in his lordship’s view, ‘entirely against conscience’ 
for P to retain the whole house, as improved by the extension, 
and not allow H any interest in it or charge upon it. 

In his minority dissenting judgment, Cairns, LJ, endorsed 
the principle that ‘where the purchase money is provided by a 
third party at the request of and by way of loan to the person to 
whomi the property is conveyed, there is no resulting trust in 
favour of the third party, for the lender did not advance the 





UNTANT ` 


This shows how an estate owner can arrange for property 
in his estate of up to £15,000 to pass on both his own death and ` 
that of his surviving spouse entirely free of duty. i 


Yours faithfully, 


K. H. HOLMES, LL.B., 
Director, 
London EC2. Towry Law & Co Lrp, 

[We are obliged to Mr Holmes for this very full explanation, 
and offer our apologies ~ in particular to Mr Harrison ~ for ow 
earlier misreading of section 121. This section, it is now clear, 
exempts only property passing on the death of the first spouse.to 

the survivor, and has no application on the second death, + 
Enrror. | oe 


purchase money as purchaser but merely as lender.’ It was ` 
quite clear from the evidence given by H, both in the Court of 
Appeal and in the Court below, that she regarded the £607 as a 
loan, even though no terms were agreed for repayment; she 
having abandoned her claim for money lent, his lordship thought 
it inconsistent that the claim of a resulting trust should succeed. 


Hussey v. Palmer ([1972] 3 All ER 744). 


Bill of Exchange: Dishonour 


HE House of Lords has reversed the decision of the Court 
of Appeal in Eagleshill Ltd v. J. Needham Builders Ltd (The 
Accountant, January 27th). 
E was the holder for value of a bill of exchange drawn by N 
on a third party, F Ltd. F had meanwhile gone into liquidation, 
and E and N were both aware that the bill, if presented, would 
be dishonoured. 
On December 3oth, E sent the bill by post to the bank, and at ` 
the same time posted to N a letter containing notice of dishonour.” 
Both communications were received by first post on December 
31st, and N repudiated liability on the bill on the ground 
that the notice of dishonour, being given prematurely, was. 
invalid. i E 
It was necessary, as the House of Lords found, to establish ar 
what time the bill was dishonoured, and at what time the notice 
was received, The first event took place as soon as the bank. 
clerk who had authority to deal with the bill saw it and recog- 
nized that it could not be met; the second took place when the 
notice of dishonour was opened, or would have been opened 
in the normal course of business. There being no evidence o 
the precise time at which these two documents were seen. by 
persons competent to deal with them, the plaintiff (E) contended 
for the presumption that dishonour had preceded the notice 
Such a presumption seemed, in the view of the House, to be 
justified in the present case; the notice of dishonour w 
therefore, valid, and-the defendant company (N) liable. 
As such a presumption would be rebuttable by evidence, its 
existence would not encourage those in whose favour it migh 
operate to be careless of whether or not the time had arrived 
for performing the act in question. In practice, it would operate 
only where there had been a mistake, and would have the me 
of discouraging those against whom it might operate from 
seeking to take advantage of the other side in cases where they 
could not prove that the slip had led to acts being done-in the 
wrong order. 


Eagleshill Ltd v. F. 
895; 122 NLJ ggo). 





Needham Builders Ltd {{1972] 3 Al E.R. 









‘Inevitable’ 


Increasing Influence of Accountants 





‘North West Society's Annual Dinner at Blackpool 


HE extension of the activities and 

influence of the chartered accountant 
had been one of the most noteworthy 
developments in the country’s economic 
life over the past two decades, according 
to Mr T. H. Ball, F.c.1.s., director and 
general manager of the Leek United and 
Midlands Building Society. Mr Ball 
was proposing the toast of “The Institute 
of Chartered Accountants in England 


` and Wales’ at the North West Society of 


Chartered Accountants’ annual dinner at 
the Imperial Hotel, Blackpool. 

In the field of private practice, this 
increase in the accountant’s influence and 
activities had been inevitable, he said. 
As central government tended to take 
upon itself the management of the 
economy, the increase in the volume and 
sophistication of the tax laws had created 

` an urgent need for someone to advise and 
protect private individuals and businesses. 
This public need had been filled by 





The President of the North West District Society of Chartered Accountants, Mr J. S. Darwell, 
` ECA, (seated, left) with his principal guests before last week's annual dinner of the Society 


members of the Institute from the days 
of Crippsian authority through the eras 
of Butler, Maudling, Callaghan and 
Jenkins. Members of the Institute had 
taken them all in their stride. 


Human relations 


It was perhaps, in this sphere — in the 
help given to countless ordinary people - 
that their greatest achievement lay. It had 
been an achievement as much in human 
relations as in accountancy and taxation. 
In this work, the members of the In- 
stitute had always enjoyed the confidence 
of thousands of Inland Revenue officials. 
Under the burden of new and sudden 
legislation — particularly following the 
drastic changes inaugurated by the 
present Chancellor — they had often had 
to overcome difficulties together. 

Outside private practice, the Institute 
had for a generation or more supplied the 
need for accountants in industry. Com- 


Ka 





(ett to right): De H. Wilkinson, M.Sc.Tech., Principal, Harris College, Preston; Councillor 
J. N. Wiseman, EC A. Deputy Mayor of Blackpool; Mr T. H. Ball, F.C.1.S., director and general 
manager, Leek United and Midlands Building Society; Mr D. S. Morpeth, T.D., B.Com., 
F.C.A., (seated), President of The Institute of Chartered Accountants in England and. Wales: 
and Mr R. L. Gladstone, MA F.R.G.S., Acting Headmaster, Rossall School. 


merce generally owed a great debt for the 
steady transfusion of skills which thé 
Institute’s members had supplied in the 
sphere of management accounting. 

A most significant development was the 
appearance of chartered accountants in 
the world of general management at the 
highest levels. The industrialist who might 
have inherited his chairmanship was 
having to allow ultimate management 
decisions to lie with the chartered ac- 
countant. 

Mr D. S. Morpeth, T.D., B.COM., 
F.c.A,, President of the English Institute, 
spoke of the far-reaching task in the 
development of financial reporting and 
accounting standards to which the pro-_ 
fession was committed. The formation ` 
of the Accounting Standards Steering. 
Committee had been a landmark in the 
history of the profession, and a remack- 
ably swift response to developing criticism ` 
resulting from various cases where the. 
extent to which profit could be affected 
by alternative bases of accounting had 
burst on a startled public. 

The rules and practices by which ` 
accounts were prepared and presented to ` 
the public represented a language for the — 
communication of financial information. 
But it had suddenly become clear to the 
public that the language could be varied 
in meaning according to who was ` 
presenting the information; and it was 
urgent to set about narrowing the areas 
of variety and difference in accounting 
practice. ` 


No rigid philosophy 

Many people thought that since this was 
a main purpose of the ASSC, a 
comprehensive code of rigid rules was 
being created. This was not the case; 
the over-riding philosophy behind the 
implementation of standards was that 
accounts should still present a ‘true and 
fair view’. It was the responsibility, under 
the Companies Act, of directors to present 
accounts which showed a true and fair 
view, and of the auditor to express his 
opinion whether they did or not. 

The President of the North West 
District Society, Mr J. S. Darwell, 
F.C.A., proposed the toast of ‘Our Guests’, 
to which the Principal of Harris College, 
Preston, Dr Herbert Wilkinson, 
responded. 




















Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 

Asa result of the-latest actuarial valuation, the 
vesting bonus is increased from £1 % per annum to 
£2° per annum of the basic pension. This means that 
in projecting the estimated total pension at pension 
age we can now add a total of 5% to the basic pension 
for each year up to pension age (interim bonus of 3% 
per annum plus vesting bonus of 2 % per annum). The 
interim bonus also continues to be added after the 
pension has commenced. 


` Amount of pension (to nearest £} for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £3% per annumandan 

additional vesting bonus of £2% per annum. 





Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 


Total A 
x Adjusted 
Pension at 
Atage 70 | At age 75 Tax-Free Tatal 


85 with ; 
birthday | Pension | estimated wee age 


at entry bonus 
E 
1325 
1023 
780 
585 
436 
410 
385 
361 
338 
ns 
294 


Cash option at 


Pension at BR ` 
pension age 




















1% 


if you select age 85 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and 5 show 
the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension. 
at present rates, if you choose to commute. part of your normal pension for cash. 











Abig bonus for your 
self-employed c 


- Time Assurance double the vesting bonus on their 
Personal Pension Bonds. 


ients! 





Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum).or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service. 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 


all ages. 
Ce ee ees, E 


į T0: TIME ASSURANCE SOCIETY 
56 Moorgate, London, EC2. Tel. 01-628 7546/7. 


Manchester Office: 12A Piccadilly; Manchester 1. 
Telephone: 061-624 7299, 061-624 9955. 


Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-225 7799. 


Please register me/us as Agent(s) of Time Assurance Society, 
and send a supply of Pension Bond literature. 
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SPICER & PEGLER'S ` 
PRACTICAL 
BOOK-KEEPING 

AND COMMERCIAL 

KNOWLEDGE 


Fourteenth Edition by 
R. E. G. Perrins, F.C.A. 


This book is written for the beginner and accordingly it 
assumes that the reader has no previous knowledge of the 
subject. 

Consequent upon the introduction of decimalisation, the 
illustrations have, where appropriate, been decimalised. 
in addition effect has been given to recent changes in 
legislation. The opportunity has also been taken of 
segregating the subject-matter on overseas trade and 
finance by the introduction of a new chapter, while the 
section on banking incorporates the new policy on 
competition and credit control. Other topical matters dealt 
with include the new short-term money markets, Special 

Drawing Rights and Value Added Tax. 


` Price £2°50 Post free £2:75 


H.F.L. (Publishers) Ltd 


9 Bow Street, London WC2E 7AL 


Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and ~ without any 
form-filling ~ study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 
More than 300 Professional firms utilize our services in 
engagement of all grades of staif from Articled Clerks 
$ Partners. Salaries: U.K. — up to £5,000; Overseas + up to 
10,000. 


Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000-+. 

Temporary Staff: M. Farrer, 01-628 0391. 

Terms are better than is usual for temporary assignments. 
EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth. and perhaps one 
of them is the man you seek. To find out ring me now and 


I shall let you know within the hour. 
R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


47 Finsbury Court, Finsbury Pavement, London ECZA 1HT 
































THE INSTITUTE OF 
BOOK-KEEPERS 


Book-keeping Division of the Institute of Book-keepers and 
Related Data Processing Limited (by Guarantee) 





Incorporated 1916 



























Tke Corporate Book-keeper is the accounting 
technician responsible for providing historical in- 
formation in company accounts. 


The Institute of Chartered Accountants’ Intermediate 
examination is recognised as a Final exempting 
qualification on a subject-for-subject basis. 













Write for examination syllabus and 
membership details to: 


D. W. Bradley, FCIS, MIOM 


Secretary, The Institute of Book-keepers 
Walter House, 418-422 Strand, London WC2R OPW 












LEWIS, COATES & LUCAS LTD 





LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 








inclusive 





38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 


















































CCOUNTANCY was in a very 

exciting, challenging and interesting 
reriod of its history, said Mr D. S. 
Morpeth, T.D., B.COM., F.C.A., President 
3f The Institute of Chartered Account- 
ints in England and Wales, last Friday. 
Addressing over 600 members and guests 
of the Liverpool Society of Chartered 
Accountants at their annual dinner, 
Vr Morpeth said that an increasing 
yumber of members, through activities 
on the Council, on committees and in 
district societies, were spending more and 
more of their time in their determination 
to ensure that the Institute dynamically 
entered the last quarter of this 2oth 
century, able to provide the type of 
services ard the quality of services 
which the public demanded and ex- 
pected from it. 

Mr Morpeth was responding to the 
toast of the Institute, most ably proposed. 
by Mr J. W. Bateson, President of the 
Incorporated Law Society of Liverpool, 
deputizing at short notice for Sir Paul 
Chambers, K.B.E., C.B., C.I.E., who was 
suffering from influenza. Mr Geoffrey 
English, F.c.A., President of the Liverpool 
Society, presided. 


Thirst for information 


‘We are now the largest profession in this 
country,’ said Mr Morpeth, ‘and there 
appears to be no end to the increasing 
demands being made on us. There is a 
developing thirst for financial informa- 
tion on which to base decisions — financial 
information about past events and also 
estimates of the likely financial outcome 
of alternative future actions. Greater 
sophistication of information is required 
by increasingly sophisticated manage- 
ment, shareholders and potential in- 
vestors. 

‘Companies in the new industries often 
say that the preducts from which they 
wll obtain their sales in 1980 are not yet 
invented. Perhaps we should draw our 
Jesson from this. We must do so because, 
if we do not, we may be offering services 
which pecple do not want, with the 
obvious results.’ 

Mr Morpeth said that it was to gear 
itself for the future that the Institute had 
entered into an ambitious programme to 
improve the quality of technical skill that 
the members of 1984 would need: higher 
entry star.dards, more full-time academic 
study, longer pericds of practical ex- 


Need for Accountants’ Services 


Challenging Period for the Profession ` 


perience, improved standards and quality 
of training, fellowship by examination, 
and an ambitious programme of courses 
for members. All this, he said, was 
clearly needed. 

The qualities of integrity and 
objectivity and the willingness to give a 
service were urderstocd and admired by 
the public tcday, and members were 
trusted as a result, 


European philosophy 

‘The whole field of company reporting 
is developing in this country and in 
Europe. Our Accounting Standards Steer- 
ing Committee is engaged on a heavy, if 
sometimes controversial, programme.’ 

‘The philosophy relating to accounting 
standards in Europe, which we are about 
to join, is very ditferent from the philo- 
sophy behind our own standards and we 
have a great deal of work in front of us to 
reconcile the two. One thing is certain: 
that in the process of reconciliation, we 
will have to accept changes. 

‘We find that many accounting bodies 
in many countries round the world have a 
great respect for us and look to us for 
help and guidance. As we go into Europe 
we are joining seven countries, speaking, 


A happy moment vefore the Liverpool dinner: 
President of The Institute of Chartered Accountants in 
a joke with (from left to right) Messrs-J. A. Colvin, F.C.A., Vice-President of the Liverpoo 
Society of Chartered Accountants; A. S. Booth, LL.B., Recorder of the Liverpool Crown Court: 
G. English, F.C.A., Liverpool Society President; and J. W. Bateson, President of the Ine 


corporated Law. Society of Liverpool. 


‘among them, six languages. We are 


joining several different background ` 
cultures, economic and social systems. 
‘We have a lot to learn, and to under- 
stand, We must consider whether the 
accounting profession would achieve: 
more if it were able to speak with one 
united and co-ordinated voice for th 
whole United Kingdom. We are ina very 
exciting, challenging and interesting 
period in our history.’ Be 
Mr Bateson, in the course of a pat- 
ticularly amusing address, praised the 
friendship and co-operation which had. 
always existed between the accountane 
profession and his own. It was in the 
best traditions that they should help one 
another right down the line. E 
“The function which I consider vital 
and indispensable in any professional 
society, and which I submit you perform 
to perfection’, said Mr Bateson, ‘is 
encouraging the belief that a learned 
profession is learned, ought to be learned, 
and flourishes because its members 
recognize that what they have to offer ` 
to the public is their learning. G 
The toast of ‘Our guests’ was proposed 
by the Liverpool President, Mr English, 
and Mr Alan S. Booth, LL.B., Recorder of 
the Crown Court, responded, 









Mr D. S. Morpeth, T.D., B.COM., F.CA 
England and Wales (centre), share 
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ICA AND ICMA EXAMINATION 
RESULTS 


‘THE names of the successful candidates 
in the September Intermediate examina- 
tion of The Institute of Chartered Ac- 
countants in England and Wales are 
published as a supplement to this issue 
of The Accountant. 

= Of the 2,626 candidates who sat, 1,275 
“passed (including 184 previously re- 
ferred), 185 were referred and 1,351 
failed. The First Place in Order of Merit, 
_the Stephens Prize and the Deloitte- 
¿Plender Prize for the paper on Book- 
keeping and Accounts II were won by 
Jeremy Richard Pratt, of London. 

The names of the successful candidates 
in the May Part V examination of The 
Institute of Cost and Management 
Accountants are published elsewhere in 
š issue, together with a summary of 
the complete results in all parts of the 
examinations, The S. Laurence Gill 
Prize for First Place in Part V was won 
‘by Mr D S. Logan, of Winchester, who 
also won the Harold Wilmot Prize for 
Management Principles and Practice. 







































INTERNATIONAL CONFERENCE 


Tue two-day ACASS conference on 
“Education for International Public Ac- 
< countancy’ (Roundabout, October roth) 
opens on Friday of this week with an 
address by Mr Peter Pennington Legh, 
President of ACASS. M Hugo Cordoliani, 
Technical Delegate. to the Ordre des 
Experts Comptables at des Comptables 
_Agrees, will then speak on ‘The mutuality 
-of ` educational standards, and the 
“reciprocal recognition of educational 
qualifications of public accountants 
throughout the world.’ 
— Other speakers will be Mr Terence 
Webb, Secretary of ACASS, on ‘The 
public accountant of 1980; what he will 
be, what he will do, and what education 
he will need,’ and Professor Edward 
Stamp, Director, International Centre 
for Research in Accounting, on ‘The 
future role of academic training in the 
education of public accountants.’ 
` "The Saturday session will-commence 
with a report from Professor David 
Solomons on ‘The long range inquiry 


inte education and training for the 
accountancy profession,’ and later there 
wil be a discussion on papers tabled by 
Professor Bernard Goodman, Chairman, 
Accounting Department, University of 
Hartford, USA, on ‘Recent developments 
in <raining accountants in the United 
States’, and Mr Christopher Osman, 
Lecturer, Department of Professional 
Studies, Polytechnic of North London, 
on ‘A cybernetics paradigm for research 
and development in accountancy edu- 
catien and training, and some statistical 
and empirical studies’. 


LONDON STUDENTS’ SPECIAL 
GENERAL MEETING. 


AT the special general meeting of the 
Cha-tered Accountant Students’ Society 
of London to be held at 6 p.m. on 
Deczmber sth, at Chartered Accountants’ 
Hall, the agenda of the meeting will 
inclade: (1) a resolution to adopt a new 
set ef rules; (2) a resolution to approve 
the statement of policy submitted by the 
committee. 

The proposed new rules result from a 
reso.ution passed at the AGM in June 
which set up a special rules revision 
committee. This special committee has 
drawn up the rules in accordance with the 
consideration of the future role of the 
society, its policies, and their implemen- 
tation. 


Future role 


Particular points in the future role of 
the society which the sub-committee 
paid attention to are: 


D Present criticism of reliance on 
negotiation at a level remote from 
the membership rather than 
attempting effectively to organize 
and involve the membership in the 
work of the society. 

(2. A need for, greater use of general 
meetings in the firms’ representa- 
tive sub-committee to involve the 
membership more in the decision- 
making processes of the society. 


(3}A need for campaigning at firm. 


level for improvements in the con- 
ditions of employment of the 
membership. Some of the more 


significant rule changes proposed 
are: (a) a new objects clause; (b) 
a restriction of voting powers to 
student members; (c) deletion ‘of 
the present requirements that the 
Institute must approve any. rule 
changes; (d) annual elections for 
all committee members. 





Policy statement 


In accordance with the spirit behind the 
proposed new rules, the committee are 
putting forward their present policy for 
consideration by members. The policy 
statement covers all the major areas with 
which a pressure group should be con- 
cerning itself at this time; for example, it 
calls for increased salaries, improved 
professional training, improved education, 
and the reformation of the examination 
system. 


LETTER TO ROUNDABOUT 


ICA Policy on Education 


SiR, — I read with interest Mr Emile 
Woolf’s article ‘Education ~ the last 
chance’, in the issue of November 2nd. 
Whilst his title seems to be unduly 
alarmist, I share with him the desire to. 
raise substantially the standard of educa- 
tion available to most articled clerks, 
which at present is a dreary correspondence ` 
course topped up by a short oral revision 
course. I also agree with most of his 
proposals, including the principle. of 
‘accreditation’, but I feel that some of his 
statements about the public sector need 
to be elaborated to present a ‘true and fair 
view’. 

The Institute, including the Council and 
the Education Committee and many 
writers to the professional press, are rightly 
concerned about the standards of courses 
for CA students, as indeed are many people ° 
in polytechnics. There is much criticism 
of some polytechnic courses and I am not 
in a position to argue the merits or other- 
wise of individual cases. However, many 
critics, including Mr Woolf, concede that 
standards vary enormously which implies 
that, if some are very poor, others are very 
good, and that high standards can be 
achieved in polytechnics. There is no 
inherent reason why a perfectly adequate 
education system cannot be achieved in 
the public sector for accountancy as it is 
for many other professions. The problem 
is how to achieve it. A detailed plan of 
campaign is beyond the scope of this letter, 
but the following are some pointers which 
explain my hope for the future. 

Polytechnics are relatively new and are 
developing their own identity as institu- 
tions of advanced education anxious to 
achieve high standards. Their standards in 
relation to degree courses are being assessed 
by the Council for National Academic 
Awards and this is bound to reflect in an 
improvement of standards generally. As a 





“result, I believe that polytechnics have 
become, or will soon become, very sensitive 

tothe sort of criticism, if justified, made 
` about some courses for CA students and 
of their own accord will take steps to 
improve standards. 

-J expect that in polytechnics the status 
of courses for CA students will be raised 
for the reasons mentioned below and that 

_ this will lead to a greater acknowledgement 
of their special problems and requirements. 

Hi After the introduction in polytechnics of 
courses for the new ‘professional’ exami- 

“nations, the provision for CA courses will 

- provide a complete education in account- 

vancy from school to qualification, As a 

= result, the foundation course will have a 
higher official grading (Ar instead of Az) 

and student numbers will increase. This 

¿section of work in a polytechnic will, 
‘therefore, warrant the appointment of 
more and higher graded (and paid) staff 
responsible for its supervision and develop- 
ment. The addition of the new style 
‘professional’ courses may also be expected 

“to improve the content and standard of 
the foundation courses because any self- 
respecting polytechnic would consider both 





courses as a whole to ensure a logical 
continuity of syllabus content and a pass 
standard of the foundation examination 
adequate for the level of the professional 
courses. 

I agree in principle with the suggestion 
of ‘accreditation’ of courses which is 
already being seriously considered by 
committees of the Institute. This arrange- 
ment will also enhance the ‘status’ of CA 
courses in polytechnics as well as improv- 
ing standards and providing a means of 
exchanging experience. Obviously the 
procedure must be handled tactfully to 
maintain goodwill on both sides, but there 
is considerable experience of this nature 
already in the public sector which may be 
drawn upon. A fear of some polytechnic 
lecturers is that ‘accreditation’ will be used 
to impose on them and on students some 
of the worst aspects of correspondence 
courses, but I am sure that this will not be 
allowed to happen. 

Finally, a plea for more participation by 
district societies in the development of 
accountancy courses at polytechnics. In- 
fluences which affect policy making in the 
public sector of education are many and 


often conflicting and confusing. However. 
one significant influence is local pressure. 
for the provision of courses to meet local- 
needs and district societies could play an- 
important role in implementing the Insti 
tute’s new policy by establishing a link 
with their local polytechnic. : 
It is significant that most polytechnics | 
and other colleges who have developed 
good CA courses have done so with th 
encouragement and willing co-operation o 
the appropriate . district society, both 
formally and. by individual . members 
informally. This liaison may take a variet: 
of forms including discussions. as to th 
timing and nature of courses, the provision | 
of speakers and, most important, an’ effo 
to engender in principals, students and ` 
academic staff alike, a desire to create a 
good educational service in the poly- 
technic for CA students and a determina- 
tion that it shall succeed. 


Yours faithfully, 
J. P. GILLIES 





Accounting and P 
Bristol Polytechn 








In Parliament 





Companies: Statutory 
Requirements 


Mr Artuur Lewis asked the Lord 
President of the Council why he will not 
move to appoint a Select Committee to 
. examine the growing practice of com- 
< panies and their directors failing to carry 
out their duties as laid upon them by the 
Companies Acts, and the continuing 
. failure of the Department of Trade and 
-* Industry to take action to enforce these 
Acts. 

Mr Prior: As the hon. gentleman 
already knows, the Department of Trade 
and Industry is taking further action to 
secure compliance by companies with the 
law and to strengthen the power to pursue 
defaulters. [The Accountant, October 
26th]. I am, therefore, satisfied that an 
inquiry by a Select Committee would not 
serve any purpose. 

Hansard, November 6th, 1972. Written 
answers, col. 72. 


Personal Information: 
Confidentiality 


Mr LesLie Hucxrietp asked the Secre- 
tary of State for Employment what 
rules of confidentiality govern staff in his 
department in the handling of personal 
information, whether stored manually or 
on computer. 

Mr CHICHESTER-CLARK: The staff of 
my department are required to observe 
the provisions of the Official Secrets Acts 
and of the Statistics of Trade Act 1947 
when information has been obtained 
under that Act. Additionally, depart- 
mental instructions to staff generally and 
more specific instructions to computer 
staff emphasize the need to maintain con- 
fidentiality and privacy. 

The Government will in due course 
publish a White Paper which will deal 
with the privacy of personal information 
held in Government computers. 

Hansard, November 7th, 1972. Written 
answers, col. 99. 


PAYE: Tax Arrears 


Mr Joe Barnett asked the Chancellor o 
the Exchequer if he will review ` 
manner in which widows are treated for 
pay-as-you-earn purposes, with particula 
reference to arrears of tax that have 
arisen due to inefficiencies of local tax 
offices, an example of which has recently 
been given to him by the hon. Member ` 
for Heywood and Royton [Mr Barnett]; 
and if he will make a statement. , 
Mr Nott: Arrears of PAYE tax aris- 
ing through errors in tax offices are con- 
sidered for remission under the White 
Paper of July 14th, 1971 (Observations 
by the Government on the First Report 
from the Select Committee on the Parlia- 
mentary Commissioner for Administra- 
tion — Cmnd 4729). I have not received 
details of the example affecting a widow to 
which the hon. member refers, but I will 
consider it if he will let me have them. 
Hansard, November 7th, 1972. Writt 


answers, col. 121. 





PAYE: Tax Inspectors ` 

Mr Suevpon asked the Chancellor of 
Exchequer how many tax inspectors 
engaged. wholly or mainly in the opera- 
tion of the pay-as-you-earn system. ` 

Mr Hiceins: About 400. Appro} 
mately another 400 full units of work ar 
spread over the rest of the inspectorate. 

Hansard, November 8th. | Written 
answers, col. 186. Bo 
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and 
Notices 








PROFESSIONAL NOTICES 


` BaLtpwin & Son, Chartered Accountants, 
— of Brighton, announce that as from 

_ November rst, 1972, they have admitted 
into partnership Mr Grorrrey E. ELLIS, 
-F,c.a., and Mr CHRISTOPHER J; WARNE, 
CACA., Who have been senior members of 
he staff for some years past. From the 
same date the practice will be operated in 
association with the practices of PoLLINs, 
FLAveELL, Power, & Co, Chartered 
Accountants, of Brighton and Grorce F. 

aypon & Co, Chartered Accountants, 
of Worthing, the partners in which have 
been admitted as partners in BALDWIN & 
Son. The. practice will in future be 
carried on by Messrs ALFRED J. HEALD, 
BCA, C. R. Parry GOODWIN, F.C.A., 
Martin POLLINS, A.C.A., JOHN S. FLAVELL, 
A.C.A., JOHN E. POWELL, F.C.A., ANTHONY 
G. J. KEAT, F.C.A., Grorrrey E. ELLIS, 
"CA. and CHRISTOPHER J. WARNE, A.C.A. 























, S, Brier & Co, Chartered Accountants, 
announce with great regret the death of 
Mr S. BRIEF, F.c.a., on November 15th, 
1972. The firm is continuing under the 
existing style by the remaining partners. 


George F, Haypon & Co, Chartered 
Accountants, of Worthing, and PoLLINS, 
FLAVELL, PoweLL & Co, Chartered 
Accountants, of Brighton, announce that 
from November rst, 1972, their practices 
will be operated in association with 
BALDWIN A Son, Chartered Accountants, 
of Brighton, the partners in which have 
been admitted as partners in Grorce F. 

‘Haypon & Co and PoLiiys, FLAVELL, 
Powe, & Co. The practices will in 
future be carried on by Messrs ALFRED J. 
"Han r.c.a., C. R. Parry GOODWIN, 
-B.c,a:, MARTIN POLLINS, a.c.a., Jonn. S. 
FLAVELL, A.C.A., Jonn E. POWELL, F.C.A., 
| ANTHONY G. J. KEAT, F.C.A., GEOFFREY 
OE. ELLS, F.C.A, and CHRISTOPHER J. 
o WARNE, A.C.A. 










Karman, BLecH & Co announce that 
their address is now 13a Harben Parade, 
Finchley Road, London NW3 6LH, 
telephone 01-586 3841. 


PoLiins, FLAveELL, Power & Co, 


Chartered Accountants, of Brighton, and ` 


Grorce F. Haypon & Co, Chartered 
Accountants, of Worthing, announce that 
from November rst, 1972, their practices 
will be operated in association with 
BALDWIN & Son, Chartered Accountants, 
of Brighton, the partners in which have 
been admitted as partners in POLLINS, 


FLAVELL, PowELL & Co and Grorce E: 


Haypon & Co. The practices will in 
future be carried on by Messrs ALFRED J. 
Heap, F.c.a., C. R. Parry GOODWIN, 
F.C.A., Martin POLLINS, A.C.A, Jonn S. 
FLAVELL, A.C.A., JOHN E. POWELL, F.C.A., 
ANTHONY G. J. KEAT, F.C.A., GEOFFREY 
E. ELLIS, F.c.A. and CHRISTOPHER J. 
WARNE, A.C.A. 


APPOINTMENTS 


Mr Vernon John Dean, F.c.c.a., has 
been appointed an executive director of 
PD Pollution Control, part of the Powell 
Duffryn group. 

Mr Ian Goodman, A.C.A., has been 
appointed a director of MFI Warehouses. 
He will retain the position of secretary. 


Mr J. R. B. Gould, M.A., a.c.a., has 
become group financial controller of the 
Seton group of companies. 


Mr 5. H. Hall, M.A., F.c.a., has joined 
the board of Yorkshire & Lancashire 
Investment Trust. 


Mr F. T. G. Pellatt, F.c.a., c.a.(sa), 
has been appointed secretary and chief 
accountant of Nu-Way Heating Plants, 
a member of the Wolseley Hughes group 
of companies. 


Mr Andrew Rintoul, C.B.E., B.A., CA. 
has been appointed a deputy chairman 
of the Association of Investment Trust 
Companies on the retirement of Sir 
Robert Erskine-Hill, BT., C.A., from that 
office. 


Mr Barry Stevenson, A.C.A., has been 
appointed group controller of Miles 
Druce & Co, the industrial services 
group. 

Mr C. P. Thompson, F.c.a., has been 
appointed financial director of Harold 
Ingram, knitwear manufacturers. He 
has been chief accountant for the past 
two years. 


DOUBLE TAXATION - ZAMBIA 


The Double Taxation Convention with 
Zambia has been published as the 
Schedule to an Order in Council num- 
bered SI 1972 No. 1721. 


. October. 1969-March 





HMSO APPOINTMENT FOR 
CHARTERED ACCOUNTANT 
Mr Brian Currie, M.A., A.C.A, M.M.C, @ 
partner in Arthur Andersen & Co, is to be 
seconded from the firm for two years 
to Her Majesty’s 
Stationery Office to 
lead the ` design 
and introduction of 
their new account- 
ing systems. 

During his sec- 
ondment Mr Currie ` 
will be carrying 
out the duties of 
the assistant con- 
troller ` (finance), 
which is the senior 
financial post in HMSO. The controller. 
of HMSO ‘is, of course, a senior civil. 
servant and executive head of the Office. 

Mr Currie’s main job will be to- 
introduce new commercial accounting 
systems into HMSO, as part of the 
process of applying accountable manage- 
ment to the Office. He believes it is going 
to be a stimulating and exciting project. 
HMSO has a turnover of £70 million and 
includes a large purchasing and distribut- 
ing organization and a sizeable selling 
undertaking. In publishing, its output. ` 
of new titles probably exceeds that of any. . 
other five publishers in the country. 





POST-OFFICE AUDITORS 
REAPPOINTED 


Sir John Eden, Minister of Posts and 
Telecommunications, has reappointed 
Cooper Brothers & Co and Touche, Ross 
& Co as joint auditors of the Post Office. 

The appointment covers the audit of 
the account for the financial year 1972-73. 
It has been made, after due consultation, 
in pursuance of subsection (2) of section’ 
42 of the Post Office Act 1969. 

These two firms were originally ap- 
pointed as auditors of the Post Office in 
1969. They have since audited three 
accounts, covering respectively the period. 
1970 and the 
financial years ending March 31st, 1971 
and 1972. 


THANKSGIVING SERVICE 
Mr S. John Pears, F.C.A. 


Last Tuesday’s Thanksgiving Service. at 
St Clement Danes, in memory of the life 
of the late Mr S. John Pears, F.c.a., was 
attended by over 300 of his professional 
and personal colleagues and acquaint- 
ances, including Messrs D. S. Morpeth, 
T.D., B.COM., F.c.A., and E. K. Wright, 
M.A,, F.C.A., President and Deputy Presi- 
dent, together with other representatives 
of the Council of The Institute of Char- 








_ Capital Choice 
-the £82,000,000 society 


Li 


with the ‘personal’ touch 


LEEDS & 
HOLBECK 


BUILDING. SOCIETY 


Head Office: HOLBECK HOUSE, 
105, ALBION ST., LEEDS LST DAS, 


London Office: 73 KINGSWAY, LONDON W.C.2. 


Branches and Agencies throughout the country. 



























Member of the Building Societies Association. 
Authorised for Investment by Trustees. 





Help your clients 
give a little love 
where it’s needed. 


Other's may have said “unwanted” — 
but the Children’s Society tries to see that 
the 5,000 children they'll look after this 
year (many of them in one of their 75 
Homes) always feel loved and cared for. 
Please ask your Clients to remember our 
children in wills or with covenants. 














WE GIVE A LITTLE LOVE WHERE IT’S NEEDED 


Children's SOG) 


Dept. 8, Kennington Rd., London SE11 4QD 


Britain's largest adoption organisation, homes, nurseries and 
special centres including schools for diabetic, maladjusted and 
SES y handicapped children. Fostering, EE etc: 
























fe, A member of the National Westminster Bank Group 

















Houses 

Shops 

Offices 
Factories 


Hotels 
Flats 


Contactthe Manager, Advances Department, 
atthe address below. 


Lon bard ` 


North Central 


Bankers 
Head Office: Lombard House, Curzon Street, 
London WIA TEU. Telephone: 01- 4994711 
Regional Head Offices at Birmingham 021 ~F44 8577, 
Brighton 0273507161, Bristol 0272 294961, 
London.01-349 3131. Manchester 061 - 428 0551, 
Rotherham 0709 71144 































ACCOUNTANTS’ 
DIARIES [973 


INDISPENSABLE FOR NEARLY 100 YEARS 


DESK DIARY AND YEAR-BOOK 


Three days on each page with all information. Bound in brown binding case lettered in white foil. 112 in. x 7} in. 
£1-70 including purchase tax (30p) and postage. 








POCKET DIARY 

Three days on a page with all information. Bound in brown binding case lettered in gold. 54 in. x 3}in. £1-45 including 
purchase tax (25p) and postage. 

POCKET DIARY 


Three days on a page with information section separate and inserted loosely in pocket at back of diary. Bound in 
brown binding case lettered in gold. £1-65 including purchase tax (28p) and postage, 


THE INFORMATION SECTION CANNOT BE SOLD SEPARATELY FROM THE DIARY. 

DE LUXE POCKET REFILLS 

Three days on a page with all information. 5} in. x 34 in. £1:30 including purchase tax (23p) and postage. 
DE LUXE WALLETS FOR REFILLS 


(NEW AND IMPROVED STOCK) 


In good quality Black Morocco leather. silk lined, lettered in gold on front, Two pockets, front and back, form 
wallets which also hold diary refill in position together with elastic in centre. Fitted with leather strap and button 
fastener at side £180 including purchase tax (30p) and postage. 















Gee & Co (Publishers) Limited, The City Library, 151 Strand, London WC2R 11 Telephone 01-836 0832 
Please Supply (*Insert the number of each item required.) 







Pocket Diary 
with separate information 











DIGG ugeet — EE ` Remittance enclosed £ 
PLEASE NOTE DIARY MAIL ORDER TERMS: a 
CASH WITH ORDER. Approved Accounts - Strictly monthly from date of invoice. 
DIARIES CANNOT BE RESERVED UNLESS THESE TERMS ARE COMPLIED WITH. 
ACCT 30/11/72, ee E m SE 











-tered Accountants in England and Wales. 


The service included Psalm 121 ‘I will 
lift up mine eyes unto the hills’, and the 
hymns ‘Praise, my soul, the King of 
Heaven’ and ‘Jerusalem’. The lesson, 
:¿ from Revelation xxi, was read by Mr A. 
Roger, successor to Mr Pears as governor 
` of the Cable Trust; and the address given 
by Sir Donald Perrott, K.B.E., a former 
` Bello member with Mr Pears of the 
“United Kingdom Atomic Energy 
Authority. 






ESTORIL TAX CONFERENCE 


The Liverpool Society of Chartered 
~ Accountants held a taxation conference in 
< Estoril, Portugal, during the week-end 
“of November 17th to 2oth. Over 30 
members and their wives made up the 
- party, all of whom agreed that it had been 
a great success. 

<o The speaker was Mr K. R. Tingley, 
ECCA, F.T.LL, and the subjects of the 
lectures. ranged from taxation in the 
_ European Community to the problems 
experienced by United Kingdom based 
companies and others trading in the 
_ Community and carrying on business 
with persons residing in member 
‘countries. 

«Members and their wives found time 
‘to go on excursions to Lisbon and the 
former’ Royal Palaces at Queluz and 
‘Sintra and to visit some of the places of 
ntertainment for which Estoril is 

renowned. 












0 ICA COURSES IN DECEMBER 


- Four courses on a wide range of profes- 
` sional subjects will be held during Decem- 
ber by The Institute of Chartered 
Accountants in England and Wales. They 
“are ‘Liquidity forecasting’ (London) on 
“December sth; ‘Current developments 
in audit practice’ (Cambridge), Decem- 
«ber sth to 8th; ‘Computer appreciation’ 
©. (Brighton), December rith to 15th and 
‘Form:and presentation of information’ 
` (London), December 12th to 14th. All 
of these courses will be open to non- 
members. 
Details of these and other Institute 
“courses are available from Courses 
_ Department, Chartered Accountants’ 
<- Hall, London EC2 (01-628 7060). 
ooo The, Institute is also sponsoring, 
«Jointly with the Financial Times, a two- 
< day conference at the Inn on the Park, 
— Hamilton Place, London Wr, on the 
theme of ‘The British Company in 
< Europe’, on December 5th and 6th (The 
- Accountant, October 26th). Applications 
to attend in this instance should be 
addressed to the Financial Times Con- 
ference Department, 388 Strand, London 
< WC2R oLT (01-836 5444). 


“THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The Accountants’ Christian Fellowship’s 
next monthly meetings for Bible reading 
and prayer are to be held on Monday, 
December 4th. The subject will be 
‘Prayer for Others’ with special reference 
to Genesis 18, verses 23-33. 

The City meeting will be at 1 p.m. in 
the Church of St Peter-upon-Cornhill, 
London EC3 (entrance in Cornhill, near 
Gracechurch Street), and will be led by 
Mr John Brooks. Buffet lunch will be 
available (charge 25p) during the meeting. 

The parallel meeting in the West End 
has been arranged for the same time at 
the Vicarage of Christ Church, 21 Down 
Street, London Wi (near Green Park 
station) and will be led by Mr Sydney 
Somers. Bring own sandwiches, coffee 
provided. 


THE CHARTERED 
ACCOUNTANTS’ BENEVOLENT 
ASSOCIATION 


At a recent meeting of the Management 
Committee of the Chartered Accountants’ 
Benevolent Association, with nine mem- 
bers present and Mr Henry Peat, 
President of the Association, in the chair, 
consideration was given to seven new 
applications for assistance. Grants were 
made in six cases, assistance being 
declined in the other case. 

Thirty-nine applications for the re- 
newal of grants were also considered and 
further grants were made where appro- 
priate. One grant from the Special Fund 
was renewed and changes in the circum- 
stances of 16 other beneficiaries were 
reported. 

It was noted with regret that Mr 
George R. Freeman, C.B.E., F.C.A., who 
was President of the Association from 
1936 to 1958, had died on October 5th 
in his 98th year. A letter of condolence 
was sent to Mrs Freeman by the President. 


SCOTTISH CHARTERED 
ACCOUNTANTS’ DINNER 


The Dumfries and Galloway Association 
of Scottish Chartered Accountants held 
its 13th annual dinner in the County 
Hotel, Dumfries, recently. Mr James 
Pearson, C.a., Chairman of the Associa- 
tion, presided and welcomed a total of 
50 accountants and their guests. As usual, 
those present included members of other 
accountancy bodies as well as members 
of the Scottish Institute. 

The toast of The Institute of Chartered 
Accountants of Scotland was proposed by 
Major Francis Moffat, Dumfriesshire 








County Convener, who referred to the 
reorganization of local government soon 
to take place. In his reply, Mr A. I. 
Mackenzie, CA. President of the Scottish 
Institute, spoke of the outstanding success 
of the Tenth International Congress of ` 
Accountants in Sydney. “The atmosphere ` 
was one of great friendliness, the tech- 

nical programme was of a very high 

standard, and the social arrangements. 

were equally impressive. It was indeed an 

honour to have been the head of the 

delegation from the Scottish Institute to 

the Congress.’ 

The President went on to say that in 
Sydney much emphasis was laid on the 
need for co-operation in the improvement 
of international standards of accounting 
and auditing. ‘As I have remarked on 
previous occasion, this is easier said, the 
done. First of all, what are these standards 
to be? Clearly, the sophisticated standards 
which are presently being adopted by 
countries with highly developed econo- 
mies and capital markets might not be 
appropriate, and some form of minimum 
standards may have to be devised. But 
who is going to do the work and how 
can acceptable minimum standards be 
enforced? I have no doubt considerable 
thought is already being given to this, and 
I hope that the Institute will make its ` 
contribution to whatever developments 
ensue in this international scene.’ 


FINANCE FOR BUSINESS 


The next meeting of the North London 
Group of the London and District 
Society of Chartered Accountants will ` 
take place on Tuesday, December 5th, at 
7 p.m. at the Torrington Arms, Lodge 
Lane, North Finchley, London Ni2. 
After a three-course dinner with - 
wine (charge {1°50 per person), Mr 
Geoffrey S. Nelson, opp. F.C.A.. Man= 
aging director of the Industrial and ` 
Commercial Finance Corporation, will ` 
speak on ‘Sources of finance for business _ 
and how these can be utilized’. ` 
This is a subject of considerable’ 
practical interest to all accountants and ` 
members wishing to attend should ` 
contact the Secretary of the Group, Mr 
A. L. Plumpton, a.c.a. Telephone: 


445 0242. 


REGISTRY OF FRIENDLY 
SOCIETIES 


Mr K. Brading, M.B.2. has succeeded Mi 
S. D. Musson, C.B., M.B.E, as Chief. 
Registrar of Friendly Societies and» 
Industrial Assurance Commissioner. The - 
two Assistant Registrars for England and ` 




















































` Anderson, 









n: Areago, R. B., London W6 









Wales will be Mr A. Vollmar-and Mr 
J. E. Gower, opp. mic. 

Mr Vollman, who has been an Assistant 
easta since April 1st, 1954, becomes 
‘deputy head of the Department. He will 
normally be concerned with matters aris- 
ing under the Building Societies Acts, 
the Industrial and Provident Societies 
Acts, the Superannuation and other 
Trust Funds (Validation) Act 1927 
and the Trustee Savings Banks Acts. Mr 
` Gower, who was admitted as a solicitor 
in 1939 and has served in the Department 
since October arst, 1946, will be con- 
cerned with matters arising under the 
Friendly Societies Acts and the Industrial 
Assurance Acts. 

Mr J. A. Walter, F.c.a., has been 
appointed executive registrar in succes- 
sion to Mr A. A. C. Soper, who retires 
this month. Mr E. S. Burgess will 
succeed Mr Walter as head of the 
Returns and Statistics Branch. 


ESTATE DUTY PLANNING ` 
Accountants and non-specialist advisers 
alike will find the much expanded new 
edition of Estate Duty Planning for the 
Individual particularly useful. This com- 
prehensive 8o- -page booklet is. based on 
the law and practice of the Estate Duty 

Office as at October rst, 1972, and covers. 

all the relevant provisions of the Finance 
Act 1972 as well as dealing with the 
Scottish situation in detail, 

In view of the wide interest shown in 
previous editions, which were circulated 
privately, it was decided to increase the 
size and the print order and make it 
generally available. Prepared and pub- 
lished by Grant, Simmons & Co, 
the tax planning consultancy member 
of the MPA group of companies; copies 
may be obtained, price £z'50 post free, 
from the company’s offices at Haymarket 
House, 28 Haymarket, London SWrY 
AGR. 





SOUTHERN SOCIETY OF 
CHARTERED ACCOUNTANTS | 


The Salisbury Local Member Group af 
The Southern Society of Chartered 
Accountants will hold its next meeting 
on December 13th, at 5.30 p.m. for 
6 p.m. at The Red Lion Hotel, Salisbury, 
when Mr K. R. Tingley, r.c.ca., will 
speak on the Finance Act 1972. 

On the following day, the Southampton, 
Local Member Group will meet at 6 for 
6.30 pm. at The Polygon Hotel when 
Mr B. Tizzard, ¥F.c.a., will speak on 
‘Designing and installing simple manage- 
ment information systems’. 

The Bournemouth Local Member 
Group will also be meeting on the same 
day at 6.30 p.m. at the Tralee Hotel) 
West. Hill ‘Road, -Westcliffe, Bourne- 
mouth, when Mr R. G. Mudd, Past 
President of the Bournemouth Speakers’ 
Club, will talk on ‘Effective public 
speaking’. 









The Institute of Cost and Management 


Accountants 





SG Results of Examinations held in May 1972 






` Abdul Rahim Bn Mohd Dalib, 
oo Birmingham 
Adams, C. W., Pinner 
“Adams, G. B., "Port Glasgow 
Adams, M. R., Luton 
Adderley, D. 5, , Coventry 
Adejokun, B. A., London Niz 
Adenekan, D. oO. , London SW17 
Adomako, K. N. ` London SWr7 
Se Agbejule, A. QO., London NW4 
‘Aich, P. K, , London W3 


Atkinson, J., 








Aigbekaen, H. A. , Leeds Barr, J., 
Ainsworth, A. I. eg Belvedere Barr, J. EL, 
c Ajayi, L. A. Birmingham Bartram, E 
Allen, C.K. , Birmingham Basu, D K., 


Allen, F. G, ` Hassocks 
Almond, R. D., Blackburn 
Amber, M London N22 
we Je, Harlow 
Andrews, A. R., Maidenhead 
Andrews, D..G., Warley 
Archer, J. A., York 


Beer, 








Armour, B. R., Gidea Park 


Arnott, W. Gi; Lochwinnoch 
Aslam, M., London E17 


Austen, M. E Ashtead 
Austin, A. H. Sittingbourne 
Ayeh, J., London N7 


Bailey, P. W Salisbury 
Bancroft, R. D. Ruislip 
Barker; TA Hetton- le-Hole 
Barnes, P. M., Wolverhampton 
Bridge- of-Weir 


Baughan, T. F. , Abingdon 

D. L. L., Southend-on-Sea 
Bennett, M. G., Birmingham 
Bennett, P. A., Winchester 
Bentley, A. C., Nottingham 
Benton, D., Alresford 

Bevan, T. H., Watford 
Bhattacharya, A., London NW3 
Bickell, J. B., Southampton 


PART V 
The A. Laurence Gill Prize for first place in Part V: Logan, D. S.; Winchester 
The Lewton Coronation Prize for Financial Management (Part V X: Coulthurst, N. J., London W7 
The Harold Wilmot Prize far Management Principles and Practice (Part Hi: Logan, D. S., Winchester 


Bingham, D. A., Solihull 
Bird, J. G., Windsor 
Bladon, En. M., BFPO 
Blows, L G. x Rainham 
Blyth, J. D., Dublin 
Bone, J., London Err 


Warrington 


Boon Kim Guan, Singapore 


Bosley; C. Jx; Sutton 


Bourne, D. ot 5 Sandbach 
Bowe, W, E 2; Dublin 


Irvine Boyce, P, G., London Eis 
Tyldesley Boyd; RT. Picester 
Calcutta Bradbury, N. F., Kidderminster 


Bradley, M., Ee 


Brett, J. T.; Dublin: : 
Brettell, E W Harlow 


Brock, N: E ‘Billericay 
Brooks, N. E Beckenham 
Brown, D. A. Manchester 


STOCKTAKING for audit, stock control etc. carried out by 
-independent experts, quickly and efficiently 


Boulton, G, A. Willenhall 
Bowmer, C. K. J., Chester 
Braithwaite, TW, , Egremont 
Breathwick, C. J., Hornchurch 


Broadhead, CG. Chessington.. 


Brown, T. G., Derby 

Brown, R., Leicester 

Brownlee, 1 M., Richmond 

Bryant, R. ` Chorley 

Budden, R. , Ringwood 

Bull, G., Coventry 

Bullard, D. T., Watford 

Bullock, Co . London N7 oAJ 

Burns, 1. Westcliff-on-Sea 

Burton, D. J., Birmingham 

Burton, N. A., Bromsgrove 

Bush; K: E Peterborough 

Bushnell, P. R, ork 

Butterwick, E. Ca Sengen dE i 

Byworth, C. J. Newcastle Upon 
Tyne 
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Calixtus, H. M. D., Nugegoda 
Callaghan, J. J., Glasgow 
Callaghan, P. A. , Kitwe 

Calow, D. P., Chesterfield 
Campbell, J. H , Basingstoke, 
SE A. F., Bolton 

Carr, H. T., Warrenpoint 

Carry, J. M. London Ws 2QP: EE 
Chadwick, B. K. , Northampton, Zë, 
Chadwick, ua Va, “Leeds 
Chatterjee, N N.G. , London W3 
Chisholm, A, R., Worcester 

Clark, I. j. A., Brentwood 
‘Clewley, 5. M., Manchester 






ERNEST J. G m ORGE . S co (NORTHERN) 


THE PROFESSIONAL STOCKTAKING SERVICE GARDALE HOUSE 122 GATLEY ROAD GATLEY CHEADLE CHESHIRE Tel. 061 428 6718 






Cockburn, D. B., High Wycombe 
Cocker, M, A., Derby 

Cole, C: E. T., Burgess Hill 
Cole, PA., Loughton 

Collett, J. B., Newcastle-under- 


` Lyme 
Connolly, T. W., Kinsale 
Conway, D. J., Naas 
Copping, J. L., Leamington Spa 
“Corrin, R..M., Belfast 
Cotton, A., Sheffield 
Coulthurst, N. J., London W7 
Cowe, R., Bolton 
Cowin, P. W., Dunmow 
Crawford, V. E., Newry 
Crawley, J. B., Weston-super-Mare 
Cresswell, D. L., Ongar 
Crichton, M. G., Rainhill 
‘Cronin, T., Dublin 
Crosbie, T. J., Cobham 
: Crushell, J. F., Kenmare 
Cuddy, P. AM. Worthy Down 
“Culverhouse, A. S., Bath 
Copie, J., Wigan 
. Cuthbert, G, W., Edinburgh 








Dalloway, A. F., Dudley 

Dangerfield, A., Paignton 

Das, S. K., London N7 

Das Gupta, B. K., London Nio 

Davenport, P. G., Oldham 

Davies, A. G., Trealaw 

Davies, K. A., Bristol 

Davies, R. H., Swansea 
` Davison-Laungley, G. T., Caterham 
“Dawson, A. M., Sandy 

De Almeida, P. D. J., Dehiwela 
De Wilde, T. C.; Hemel Hempstead 

Deignan, P. F., Dublin 
: Dennehy, B. J., Limerick 
Denner, G. M., Reading 

Denton, B., Lincoln 

Devenport, C., Sale 

Dickson, A., Cowdenbeath 


Dowell, K., Leeds 


Doyle, L., Derby 

Driscoll, A. M., Preston 
Duckworth, J. M. B., Isleworth 
Duffell, G. D., Rotherham 
Duncan, J., Kendal 

Durber, P. W., Bournemouth 
Duthie, J. B., Glasgow 

Dyal,; J., London Ws 

Dyer, J. D. T., Polmont 


Eaton, J. M., Kings Lynn 
Edwards, R. F., Chester 

Elsey, D., London NWrr 

Elstub, M. C., Doncaster 
Emmanuel, E. M., Wolverhampton 
Evans, E, R., Merthyr Tydfil 
Evans, M. R., Dunstable 


Fadzil Bin Haji Taha, Birmingham 
Fairfield, G. D., Hatch End 


w Farman, K- T., Great Yarmouth 


Farmer, B., Blackburn 

Fernando, N. 1. M., London NW2 
_ Ferrier, W. J., Chessington 
Fiddian, A. M., Barry 

Firman, M. R., Stowmarket 
Firth, K. P., Leeds 

Forster, R. A., Cardiff 

Francis, C. P., Herne Bay 

Frank, D. A., York 


JOHN FOORD & COMPANY 


Fraser, R, A., Haynes 
French, D. P., Derby 
Fry, A. P., Tunbridge Wells 
Fung Kai-Hung, Hong Kong 


Gamble, E. J., Birmingham 
Gardner, M. J., Winchester 
George, B. W., Diss 

George, K. W., Ewell 

Gerety, C. S. S8., Orpington 
Ghosh, A. K., London NW3 4BL 
Ghosh, T. K., Montreal 
Gibson, N. J., Watford 

Gibson, DP. H., Londen SW20 oTJ 
Gill, M. A., London SW17 
Goldberg, A. M., Cape Town 
Goodley, A., Nottingham 
Goonetilleke, C. M., Kolonnawa 
Gordon, S. D., Aylesbury 
Gould, K., London E6 3J D 
Grafton, J. E., Newtownabbey 
Grant, C. A., High Wycombe 
Grennall, I. A., Wigan 

Griffith, J. C., Croydon 
Griffiths, D. J., Rugby 

Griffiths, J. R., Gloucester 


Habibunisah Bt Ibrahim, Shah Alam 
Hall, A. J, Weymouth 

Hall, D., East Goscote 
Hammond, B. J., Southampton 
Hanson, R. J., Birmingham 
Haq, A., Karachi 

Harman, C. W., Solihull 
Harmon, W. V: J., London SW" 
Harradine, J. E. J., Bromborough 
Harris, C.A F., Cheltenham 
Harris, J. La; Manchester 
Harrison, G., Leeds 

Harvey, N. M., Johannesburg 
Harvey, R. A., Belfast 

Hayes, T. J., Dublin 

Haynes, G., Belper 

Hayward, P. C., Harlow 
Haywood, C. T., Newtownabbey 
Heappey, G. B., Birmingham 
Heath, M., Doncaster 

Heery, A. P., Dublin 

Heer, T. O., Londen NW4 
Hewitt, A. J., Wigan 

Hewitt, R. A., Birmingham 
Heyes, R., St Helens 

Hield, P. D., Leeds 

Hill, M. G., Rochdale 

Hill, R. J., Dundonald 

Hillier, D. W., St Helens 
Hinchliffe, R. G., Huddersfield 
Hinton, T. J., Wednesbury 
Hobbs, B., Southampton 

Ho Chi Kun, Hong Kong 
Hooper, C., Southampton 
Hopper, B., Selby 

Horton, C., Shepperton 
Hourican, E. L., Dublin 

Hume, D. W., Preston 

Hyett, T. J. W., Lydney 

Hynes, J. A., Dartford 


Ibbotson, J., Shrewsbury 

Ige, T. A., London Er3 

Inns, H. J., Rainham 

Irwin, F. G., Hayes 

Islam, D. M. A., London Nro 3PR 


Jaafar Bin Ismail, London SW17 
Jackman, M., Langley 

Jacob; M. D., Blackrock 

James, R. G., Gloucester 

James, V., Colombo 

Jardine, D., Glasgow 

Jegerajan, J., Colombo 


TANT 


Jhanji, R., Heston 

John, C. T., York 

Jones, A., Walsall 

Jones, C. H., Liverpool 

Jones, W. J. A., Kingston-upon- 
Thames 

Jordan, P. L., Birmingham 

Justice, C. J., London E12 


Kamat, M., London N3 1AR 
Kanagasunderam, 8., Colombo 
Kathirgamanathan, K., New Malden 
Keeling, T., Stalybridge 
Keogh, N. M. J., Dublin 
Kerr, J. M. B., Rugby 
Kilgallen, D., Redditch 
Killian, A. J., Blackrock 

Kilty, E. J. Stirling 

King, R. L., Maidstone 
Knight, R., Southampton 


Lamb, G. J., Aldershot 

Lane, G. R., Coventry 

Lauchlan, A., Galston 

Lauter, B., York 

Lawn, M. N., Tadcaster 

Leach, E. C., Newcastle upon Tyne 
Lear, P: M., Swindon 

Lee, J. E., Mexborough 

Lee, K., Sheffield 

Lee Ham, West Bromwich 
Leighton, G. F. A., Edinburgh 
Leo Teng Choy, Singapore 

Leslie, D., Newcastle upon Tyne 
Leung Man Chiu, L., Hong Kong 
Lever, D., Leicester 

Lewis, J., Maesteg, 

Lewis, J. J, London W4 

Lindop, A, C., Warrington 
Linnell, P. C., Birmingham 

Littler, D. J., Aldershot 

Llewellyn, L. R., London Er8 2JH 
Logan, D. S., Winchester 

Loh Kim Kee, Singapore 

Lomax, H. C., Brussels 

Longmate, D. R., London Ws 2HU 
Lord, T. S., Padiham 

Lording, J. M., Leigh-on-Sea 

Low Sek Fun, Singapore 

Lowney, P, C., Ilford 

Lupton, W., Lancaster 


Maas, G. J., Edenvale 
MacCarthy; R, P. G., Arklow 
MacCaughey, M. S., Skerries 
MacDonald, I.L., Seamill 
Macdougall, A. A., Pendine 
Maciver, W. K., Billericay 
Magin, M. K., Stourbridge 
Manley, P. A., Rainham 
Manson, I. R., Glasgow 
Marsden, J. S., Bakewell 
Martin; C. M., Chorley 
Martyn, D. S., Rutherglen 
Mason, A. D., Leicester 
Masood, M., London SW 18 
Maullin, D. K., Southampton 
Maunder, R. E., Cobham 
May, K. G., Croydon 
McBean, R. R., Northampton 
McBride, M. J., London Ws: 
McCarthy, D. J., Dublin ` 
McCartney, D., Halifax 
McCourt, A., Leicester 
McCoy, A. C., Bristol 
McCready, B. T., Birmingham 
McDermott, P. J., Derry 
McDonald, I., Manchester 
McDonald, J. D., Bellshill 
McElroy, T. R., Leixlip 
McKee, P. R., Dunmow 
McKenzie, D. A., Paisley 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 





McKrell, J. Jo Harpenden 


McLaurin, W. J. N., Belfast 
McRitchie, 1., Chorley 
McVeigh, S. M., Keighley 
Meek, F. E., London NWri 
Mercer, H. N, G., Johnstene 
Merricks, J. E., Aldridge 
Milburn, I. A., Marlow 
Mildred, T. R., Leicester 
Miller, A. B., Sevenoaks 
Miller, A. L, Towcester 
Milward, B. C., London NW2 
Mitchell, G. K., St Albans 
Mohamed Adnan Bin Ali, 
Birmingham 
Mohammed Jabarullah Shah Alant 
Monaghan, G., Manchester : 
Moody, C., London E4 
Mooney, A. Ja Dublin 
Moorthy V. T London SWr9.. ° 
Morris, A. P., Westbury 
Morrison, B. FE, Beith 
Mottram, J. L., Coventry: ( ia 
Mountain, D., London WA DC 
Mulhall, D. J., Glasgow 
Munday, P. C., Iver f 
Murrell, C. J., London NW6 
Musgrave, A., Pucklechurch 
Musgrove, K., Sheffield 
Nash, F. C., London SEro 
Neale, A, M., Tewkesbury 
Neale, B. H., Dagenham 
Newman, J. W., Swindon 
Newton, D., Hull 
Ng Wai Chi, Hong Kong 
Niles; N. N., Dehiwela 
Norman, P., Crowthorne 


O’Briain, D. L., Dablin 
O'Callaghan, N. L, Kanturk 
O'Donnell, P. J., Bridge-of-Weir 
Ogunbadejo, R. K., Birmingham 
Omiyale, D. B., London Nig 3RN 
O'Reilly, F. J., Dublin . 
Ovens, A. R., Birmingham 
Owen, J. W., Telford 
Owen, M. P., Willenhall 
Owens, D. A., Wrexham 


Padmanabhan, K., Kotagiri 
Parrett, J., Southampton 
Parsons, J. A., Warley 
Pathmanathan, K., London N22 
Patrick, R. D., Leicester 
Pegg, G. C., Warley 
Perraton, R. A., Northfeet 
Petheram, A. T., Worcester 
Phillips, D. G., Colchester 
Phillips, J. K., Leamington Spa 
Piggot, I, E., Forfar 

Pilling, M. J., Chilwell 
Potter, A. E., Coulsdon 
Preedy, R. T., Northwood 
Price, €. J., Matlock 

Price, C. L., Walsall 
Priestley, R. A., Sheffield 
Probert, L., High Wycombe 
Proctor, R., Nottingham 
Prosser, D. J., Wolverton 
Purkiss, B. C., Billericay 


Quinn, K., Sheffield 


Rahman, B. L., Karachi 
Ramanathan, K. V., Madras 
Randhawa, G. S., Warley 
Randhawa, P. S., Warley 
Ranganathan, T. 5., Madras 
Ratican, J., Ashton-under-Lyne 
Rattray, J. E., Northwich 
Rawlinson, K. W., West Calder 
Ray, P. C., Watford 
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Redmond, M. P., Dublin 
Reeves, A. D., Hornchurch 
‘Richards, P. A, Wolverhampton 
i “Richardson, D. Ta Walsall 
> Rimmer, W. T., Southport 
Riste, C. C., Bushey 
=` Robiah Nordin, Birmingham 
os, Roe, J.P. F., Dublin 
` Rolfe, B., Hull 
—— Bee, M. R., Worcester 
“Royce, P. V., Birmingham 
< Russell, J. D., Newport 


Sabir, M, A., Walsall 
Sadd, W. J., Bensberg- Durschold 
Saldin, S. F., London NW7 
Salvin, G., Fareham 
, London SW17 SEA 
Sankaran, P., eem 
S Saravanapavan, M., Colombe 
Sareen, N. S., Thornton Heath 
Scott, D sy Newcastle upon Tyne 
Scott, S D, London NW3 
` Bekandi, I. B. L, Leeds 
Shaikh, A. U., London SW 19 1ST 
Shannon, G. M. W., Bridgnorth 
Sharp, R. J. G., Worthy Down 
Shasha, J. D., Bromsgrove 
Shaw, B., Worthy Down 
Shaw, D. "a. Cumbernauld 
Shepherd, M. R., Glasgow 
Sheridan, F. M., ‘Dublin 
Shubotham, D. F, , Dalkey 
Simmons, CA. L., London SW3 
Siti Maslamah Bt Osman, 
Birmingham 
Skinner, M. V. 
hames 
Slater, D, L., Halesowen 
` Smith, D. M., London SE18 
Smith, P. J., Sevenoaks 
Smith, S. R, J., Hounslow 
Snape, A. J., Coventry 
Sneddon, J., wok 
; Southwood, W 












































.- Kingston-upon- 


rd A. G., Inverkip 
Stafford, J. , Camberley 

i r, B., Manchester 

ing, G. F., Bedfordview 
Stannett, P. B., Dibden Purlieu 
` Stead, L. D , Hull 

‘Steedman, H. S., E 
Steel, J. A., Axbridge 

. Stephens, D. R. , Ruardean 
Stone, D. W. , Nottingham 
Storey, R, P. B., Hayes 

` Stott, V, D. nave 

Strath, D. C., Twickenham 

` Straughan, R., London SE22 
“Stuart, N. L., ‘London SWr1 35H 
Sturges, R. L. , Warley 

Suri, A., Slough 

Swan, J., Kirkcaldy 

Swindells, J. M., Woodborough 


Taiwo, C., London Erz 
Tanner, P. D, R., Bristol 
‘Tansley, P. G., Ja Donington 
Tate, A., Chelmsford 
, Tavener, R. J. A., Marlow Bottom 
< Taylor, E., Chelmsford 
Taylor, G, M., Cheadle Hulme 
Taylor, K. Je Bedford 
Tetteh, A. A ages NW4 
Thomas, M. j. , Barry 
Thompson, R. J., Mallow 
Thomson, D. W., Arbroath 
Thomson, W. J., ’Newarthill 
‘Thorpe, P., W ellingborough 
T ‘omlinson, R., Derby 
o Tostevin, J. A., Biggleswade 


Townsend, G. E,, Westbury The following should pave ben : Nockles, L A. Basingstoke: 
Tracey, L. B: : Weybridge ~dneluded in the Pass List for December Nwosu, I. A. A., Abeokuta 
iat ee Hemel Hempstead T971: Se tt, A., Derb 
adge' er! 
TUDE J., Mewport Farenhem, D. M., Bramley Palmer, R 4 RE, W Kail 
Underwood, M., Ossett e Pearson, A. A, Dysart 
Uzzell, S. J., Chippenham Perks, J. E., Middlesbrough Peterson, Í., Blackburn 


Van de Poll, D. H., Derby 


Walker, A. R., Knutsford 
Walker, J., Sutton Coldfield 
Wallace, A. L., Aberdeen 
Wallace, G. M., Slough 

Wallis, B. ÀA., Bishops. Stortford 
Walsh, M. N., Fermoy 


Walters, P. J., Eastleigh 
Ward, R., Stockton-on-Tees 
Watson, H. W., London SEz25 
Watt, S. J., Chingola 
Webber, B. C., Northfleet 
Webster, P. G., 


Westhall, R. J., Farnham 
Westhorp, N., Sandy 
Wheatley, A. A., Hounslow 
White, D. A,, Camberley 
Wijeyewardene, G. D., Dehiwela 
Wilkes, A. F., Halesowen 
Wilkinson, A., Pontefract 
Williams, D. À., Kingston 
Williams, D, d "Bromsgrove 
Williams, J. BR, Northwich 
Williams, M. TI. Farnborough 
Williams, NR. Ballybrittas 
Willmer, D. E., Bedford 
Wilton, J. C., Reading 
Winstanley, Ġ. D. , Weybridge 
Wong Chi Chung, Hong Kong 
Wood, J. J., Stanford-le-Hope 
Woodbridge, T. S., Portland 
Woodhouse, B. E., Heysham 
Wootton, B. E., Sawbridgeworth 
Wright, R. B., Southampton 


Zabariah Bt Dosak, Wolverhampton 


Barton, R. N., 
Browne, F. W., 
Bryan, K.; Willenhall 


Chan Siu-Lun, Hong Kong 
Chan Yum Man, D., 
Chane Yung Kwong, London 


(W 
Collins, J. W., Rochester 


Davies, D. V. B., 
Davis, R. M., Shrewsbury 
Devlin, S: C., 
Duggan, K. 


PARTS IV AND V 
Anderson, W. A., Birmingham 


Glasgow 
Dublin 


Harrow 


Dublin 
B., Corby 


Easwaralingham, S., Colombo 
Eley, P. 


Gardiner, M: 'T.; Blackburn 
Green, Ke J., Northampton 


Hanley, G-A., Selby 
Ibrahim, O. M., Lagos 


Kolade, S. A,, 
Koleoso, O. A. 
Kyle, D G, Northwich 


Lloyd, C. J., Wolverhampton 
Luckett, P. J., Coventry 


McNamara, T. M., 
Morral, J., 


R., Derby 


Stapleford 


Hong Kone 


E ford Green 


Bromsgrove 


Richardson, P. Ii Leeds 
Shambwe, G. M., Leeds 
Sharp, P. J., Nottingham 
Shaw, T. J.; Peterborough 
Singh, R., London. N6 

So Kwang-Shing; Hong Kong 
Straw, E P, Hkeston 
Thamotheram, S., Murunkan 
Vernon, R. C., West Bromwich 
Wildney, D. C., Rugby. 


Williams, A., Bletchley 
Wordsworth, G., Barnsley 


PARTS Ill, IV. AND V. 
Gallagher, M. B. Ja Marlow. SS if 


Pottinger, G. R. , Glasgow 
Stoddart, C. A., Brakpan 


Tam Shun Tai, J., 
Thursfield, G. C., 


Wong Kok Kee, Leeds 


Hong Kong: 
Burton-on-Trent 


PARTS UI AND v 
Cuddy, D., Leeds 
Khan, S., London SW19, 
Smith, P. R., Hull 


Summary of Results 
HOME AND OVERSEAS 


































































P A 8 S- E D 

z tea | mt | rv Total 

I Ir | IH j| Vj V & US & & | IV] & Total Failed | Candi- 

HW] ui] Wvivls& dates 

“Part I i 1,594 | 2,358 
“Part mo 2 E z f 1,155 | 1,999 

Part II.. 665 S In = n85 he 

Part Iv 495 ; 1,227 
Part y D ` k 518 l GE 1,649 
“Parts J SI De 129 a 852 ; 
Parts i & DI 16 : 67 a 330 
Parts ill &IV. 103 29 ~ 96 190 418 
` Parts IV&V 8 Fee 10 + Kä 42 gr 199 
Parts IH, IV&V 3 j sl: s 16 
“Parts IIL &V rt K DE 5 
“Totals. 967 | 975 | 788 | 580 | 529 | 129 67 Di 43 3.14:184 |6,720 | 10,904 














AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
FOR C.A. Zo 


EXAM 


PASSES 


tuition experience and over 220,000 


principal Accountancy exams, 


sad aise in Dankin E Civi Service; Congest 
also computer 
Secretaryshi 


Appreciation, Costing, GCE, Law, Local Govt. Marketing, 
Free 100-page book (without obligation) on application to. Careers Adviser 


THE RAPID RESULTS COLLEGE 
DEPT AH3, TUITION MOPS T ONDON SW194DS 

01-947 221 

Accredited by the Council for the Accreditation of Correspondence Colleges 





“THE 


" Moweimber 30ch, 1972 ee PE ACCOUN TAN e 


CRD 
VAT and the Computer Bureau 


A series of half-day presentations dealing with computer-based accounting systems and 
their application under VAT are being held by Computation Research and Development. 


These presentations will describe the features and benefits of CRD’s standard packages 
covering: 
@ Invoicing 
@ Sales Ledger and Analysis 
@ Purchase Ledger and Analysis 
@ General Ledger 


For further details and dates for the presentations (for which there is no charge) please 
apply to: 


Computation Research and Development 
12-15 Dartmouth Street, London SW1H 9BL 
Tel. 01-930 0665 





FIRST PUBLISHED 1892 
and now in its eighteenth edition 


DI CKSEE "S$ A UDI TIN G Robert S. Waldron, F.C.A., F.A.€.C.A., A.M.B.LM. 


A COMPLETE AND The text of this well-known and authoritative work has been reviewed and considerably 

QUICK REFERENCE extended to meet the changes in auditing philosophy and company law over the period 
since the last edition was published, without destroying the basic views on the subject 

BOOK ON THE which the original author held in so individual a way. 

SUBJECT The requirements of the Companies Acts of 1948 and 1967 are fully discussed, and the 


need to pay particular attention to points of difficulty and controversy has not been 
ignored. Legal decisions are discussed and more fully reported than is usual in such 


Size demy &vo works, and recent developments such as statistical sampling techniques, internal control 
1130 pages questionnaires, flow-charting, etc., are reviewed. A new chapter has been added on 
432 pages text i auditors’ working papers and the City code on take-overs is considered. 

698 pages appendices The ‘Notes on Auditing’ of The Institute of Chartered Accountants in England and Wales 
Price £6°50 net are reproduced in full, and the recommendations of the Jenkins Committee relevant to 
£6°80 including post and auditors are quoted. 

packing U.K. This edition has been designed to meet present-day needs, while preserving the 
£7 overseas distinctive character of the work. 


GEE & CO (Publishers) LIMITED, 151 STRAND, LONDON WC2R 1JJ 


Publishers of The Accountant 01-836 0832 


THE GOLLEGE OF TAXATION 
PRESENTS A 


~ VAT PACKAGE DEAL 


For those who want to learn about VAT quickly and painlessly we have produced a 90 minute cassette with full verbatim notes — sufficient for 
a 3 hour talk — entitled “WHAT IS VAT?" Special emphasis is laid on helping the small businessman because it is he who is most likely to feel 
out on a limb. The law is stated at 1 November. 


This lecture is being distributed gratis to our 1972 and 1973 members, many of whom have placed orders for the VAT Package so that they 
can properly service their clients. To quote just one member ‘IT IS VERY WELL DONE.’ The pattern clearly emerging is that most practices 
are holding or wanting to hold seminars or at least do something to show that they are prepared to help clients with VAT. You have read in the 
professional press what is going on. You are possibly doing something yourself. But please don’t be left behind! To assist both big and small, 
we are extending to all practitioners our offer of a package which enables them to move in on VAT at lightning speed. IN 7/14 DAYS YOU 
COULD BE PRESENTING YOUR OWN SEMINAR. THE QUALITY WILL BE HIGH. THE COST CAN BE AS LOW AS UNDER £25. 





THE PACKAGE Battery/Electric (AC/DC) 
? All Transistor compact Cassette Tape. 
(You can apply for all or any of the following.) Recorder using compact type cassette 


C-30, C-60, C-90 and C-120, 


Complete with dynamic microphone 
(Remote Control) and stand plus 4 
batteries. 


Saddle Stitched Carry Case and Strap. 


Notes. We are prepared to supply bona fide professional firms with notes at a discount of 25% off 
the published price of £1, subject to a minimum quantity of 25. Further, for orders of 100 or 
more, we will overprint YOUR NAME on the front cover FREE OF CHARGE. Cover will then read 
‘THE COLLEGE OF TAXATION in association with MESSRS IVAN AUDIT & CO presents “WHAT 


IS VAT?" ' D i 

Built-in Automatic level control for 
C.90 cassettes. Subject to a minimum order of 3, these will be supplied to you at £3 each for smooth even recording. 
resale to clients at £4. Yes, it's 25% again! Push Button Piano type keyboard for 


- SC ` r 2 d å Finger Tip Control. 
Cassette machine. Alongside is an illustration of a model we have in stock. Designs vary slightly. s ij 


It has a built-in mains unit. Recommended price is £27-50 or £32 according to model supplied. 
Our one cash price is £19-50 plus 50p P. & P. which represents a saving of at least £7-50. We offer 
terms of £5-50 deposit plus P. & P. and 6 monthly instalments of £2-80 (Total £22-30). And we 
guarantee the machine for 12 months! 


Copyright. The nominal Performing Rights fees — maximum £2 — are detailed on the Package 
Deal Order Form. (N.B. Firms with partners or employees who are members of this College do NOT 
pay Performing Rights fees.) 

Remember that you can apply for all or any of the above. 


SUGGESTED USES OF THE PACKAGE 


1. Mail your clients with the notes on a ‘Complimentary’ basis. They will see that the notes cost 
£1-05 and probably want to reimburse you or expect you to include something to cover it in the 
annual fee. 


2(a). Mention the availability of a C.90 cassette which they can purchase from you or listen to 
entirely without charge in your office; OR 


2(b). State that you are holding some VAT seminars when you will be going through the notes : 
on cassette. Suggest times and dates to suit. Remind them to bring the notes you previously sent AN IDEAL PRESENT FOR YOURSELF! 
to them for initial study. 





3. Don't forget your staff. Naming the office boy ‘Our VAT Expert’ was a brilliant stop-gap. (Come to think of it, wasn’t he a/so your ‘Decimal 
Currency Officer’? !) Now is the time to help him and yourself along with just 90 interesting minutes. 


SEND IMMEDIATELY FOR YOUR SAMPLE! 


TO: THE COLLEGE OF TAXATION, ELECTRONICS DIVISION TI. 21 OAKBURY ROAD, LONDON SW6 2NN. 


PLEASE SEND: (a) One C.90 cassette of ‘WHAT IS VAT?’ with full notes. £5 post free. 
(b) One copy of ‘WHAT IS VAT?’ notes only. £1°05 post free. 
(c) Order form for practitioners VAT PACKAGE DEAL. | enclose copy of my professional letter-heading. 
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SHIELD FACTORS have 
the realistic answer 

to your cash-flow 
problems. 


VAT will make book- 
keeping more complex. 
We relieve you of the 
burden of operating your 
sales ledger. 


SHIELD FACTORS give 
full protection against 
bad debts, including 
the VAT portion, which 
is not recoverable from 
the Inland Revenue. 


For further information or a preliminary talk 
(which creates no commitment), please contact 
the Development Manager at the address below. 


Shield Factors Ltd 


Fcp 
Financial Times, 19th Oct. 1972 Ta, ef 


Owned by N.M.RO'THSCHILD & SONSLYTD. 

ANGLO-AFRICAN SHIPPING CO (SALTD. 
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Fair Trading, Monopolies & Mergers 


Te important institutional changes are proposed in 
the Fair Trading Bill, published last Saturday. One 
is the creation of the office of Director-General of Fair 
Trading to be responsible for keeping consumer trade 
practices under review where these are thought likely to 
affect adversely the interests of British consumers. He will 
also maintain general surveillance over commercial activi- 
ties, with particular reference to uncompetitive practices 
and. monopoly situations. Change number two is the 
creation: of a Consumer Protection Advisory Committee 
to consider and report on consumer trade practices which 
the Director-General may refer to it. 

In discussion of this new measure, much has been made 
of the fact that the Government, as one of its first acts on 
taking office, abolished the Consumer Council which to the 
naked eye looks very like the Consumer Protection Advisory 
Committee as now proposed. Not surprisingly, the Govern- 
ment has come in for widespread criticism for its haste in 
getting rid of the Consumer Council with its eight years of 
useful experience behind it, and for letting a situation 
develop in which new statutory watch-dogs were clearly 
required, 

Important as the consumer aspects of the Bill are, 
however, the measures it contains to help the re-named 
Monopolies and Mergers Commission are perhaps more 
important from the managerial and professional points of 
view. In particular, are problems likely to arise from the 
resulting mixture of new and existing institutions? The 
Restrictive Practices Court is to remain, but with a wider 
area of competence; references to it coming from the new 
Director-General of Fair Trading and from the Chairman 
of the Monopolies and Mergers Commission. The division 
of work between these two departments and between the 
responsible ministers will be critical to the operation of the 
proposed arrangements. 

The object of the Bill in amending the laws on monopolies 


and mergers is to introduce a more flexible policy on 


references. It is to be expected that more agreements 

















between companies will be registered under the proj Se 
arrangements, as the planning of an amalgamation 
merger is not regarded in the Bill as in itself a matter for 
criticism. On the contrary, a reference is seen as safeguard- 
ing the public interest against the sometimes over- 
optimistic claims made for particular mergers. , 
The theory of the market, on which the Gov D 
placed considerable confidence up to now, is based on the 
assumption of willing buyers and willing sellers. In the case ` 
of buyers this implies that they know what they want and ` 
that they are sufficiently knowledgeable to discover it for 
themselves. It does not need many evenings watching 
television commercials to realize that in real life, as opposed” 
to the world of the market economists, too much energy and 
money goes into selling rather than production. If the new 
Bill redirects attention to those old-fashioned business ` 
virtues of providing quality and service, the fact that it 
represents a reversal of policy will quickly be forgiven. 
One important aspect of the Fair Trading Bill is that it 
retains the principle of ministerial discretion in relation 
consumer protection. What will happen is that the Direc 
General of Fair Trading, who incidentally will have his own 
staff of some 175 civil servants, will examine informat on 
coming into him about trading practices. His sources will 
be the courts, the Weights and Measures Inspectorate and 
complaints by irate consumers. Any trading practices which 
he considers unfair will go for the consideration of the 
Consumer Protection Advisory Committee. If the Com 
mittee also finds that the practice is unfair, the Directo 
General will make a recommendation for action to th 
Secretary of State for Trade and Industry. In the same way 
the Director-General will be able to take use of the Restric- 
tive Practices Court and the Monopolies and Mergers” 
Commission to deal with monopoly situations and mergers. 
Nationalized industries come within the ambit of 
monopoly legislation for the first time in this Bill, and there 
are also provisions for scrutinizing the restrictive practices. 
of both management and trade unions. The Bill also. 









brings the UK practice closer to that of the EEC. Registra- 
tion of trade agreements is required under Article 85 of 
>the Rome Treaty, while the question of the abuse of a 
dominant market position comes under Article 86. 

Companies must register agreements under the Bill and 
also with the European Commission, unless they qualify for 
a ‘negative clearance’ in the latter case as coming within the 
broad category of exempted agreements. The existence of 
‘a monopoly position has been re-defined to cover a market 
share of one-quarter of the goods of that description 
` supplied in the UK. Liaison with the EEC will be a major 
task for the office of the Director-General of Fair Trading. 
The powers given by the Bill will enable the Government 
ro institute wide-ranging inquiries into restrietive practices 
by labour but the ability to enforce recommendations from 
the Monopolies Commission regarding such practices is 





























HE contribution of invisible earnings to the British 

balance of payments is well known, as is the fact that 
he bulk of such earnings are derived from the services 
provided to the world by British shipping, insurance and 
banking. Rather less well known is the contribution to those 
` overseas earnings made by the professions, such as account- 
-ants, management consultants, advertising and patent 
agents, consulting engineers, solicitors and doctors. 
.. The first estimate of such earnings of the major profes- 
sional groups was made in 1967 and, in a new study from 
the Committee on Invisible Exports, a revised estimate of 
` such earnings is provided at £113 million. 
According to Overseas Earnings of the British Professions ~ 
although it should be pointed out that the survey covers 
only the nine major professional groups in the field of 
overseas earnings — the growth of such earnings is attribut- 
able primarily to the worldwide reputation of the British 
professions, together with their extensive links in the 
- Commonwealth and elsewhere in the world. A particular 
_ factor in the recent expansion in the overseas activities of 
these professions has been the growth of air travel, which 
has facilitated the maintenance of such contacts. 
The new report draws attention to the role of some firms 
<in opening up non-Commonwealth and, in particular, the 
American markets. The great current need is for the pro- 
vision of professional training for people in the third world, 
Le, the developing countries. The report refers specifically 
‘to the contribution of The Institute of Chartered Account- 
ants in England and Wales to the training of overseas 
` students in the accounting profession. 
The estimate of {£113 million of professional earnings, 
net of expenses, is at best tentative and is based upon 
information collected from the nine professional groups 
covered in the inquiry. The largest single figure of earnings 








limited to the impact of publicity. The success of this part 
of the legislation will, like other aspects of industrial policy, 
be conditional on the reactions of the TUC. In another part 
of the legislative forest, the Restrictive Practices Court 
has the power to look at the supply of commercial services. 
This survey, however, excludes accounting and auditing 
and other professional services. 

Although the Bill will create institutional preblems by 
setting new and existing organizations to work side by side, 
and procedural problems notably in relation to the Euro- 
pean Community and the trade unions, it represents an 
extension of existing legislation which should strengthen 
official control over monopolies, mergers and restrictive 
practices. This, rather than the apparent reversal of policy 
over consumer protection, is the important aspect of the 
new legislation. 


Professional Earnings Overseas 


is attributed to consulting engineers, who account for 
about one-third of the total, followed by advertising 
agencies with about a fifth. Independent and language’ 
schools make a notable contribution with some £14 million: 

Accountants are estimated to earn about {14 million net 
but — not least due to the fact that the bulk of this comes 
from the overseas activities of some 20 major British firms — 
this particular figure, unlike some of the other estimates for ` 
individual professional groups, is believed to be reasonably 
accurate. Management consultancy, which leans heavily 
upon accountancy skills, earns just over £8 million. 

It is noteworthy that the success of British professions 
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in this respect has been achieved virtually without govern- 
ment aid or support. But if these activities are to expand, 
then it is high time that the Government began to ensure 
the appropriate climate for such development. This con- 
sideration is especially evident in connection with Britain’s 
entry into the EEC. 

The danger ~ as signals from several quarters reflected in 
these columns recently have shown — is that EEC Com- 
mission directives on harmonization of British and EEC 
methods and laws may conflict with British practice. And 
there have been murmurings on this side of the Channel 
over possible differences of opinion as to the standing of 
professional qualifications compared with conventional 
graduate training on the Continent. 

Se far as the accountancy profession is concerned, the 
real issues centre on the differences in local standards and 


regulations regarding training qualifications, not to mention 
legal differences affecting the nature of partnerships and 
public practice. Furthermore, if the provisions of the Ro 
Treaty dealing with the movement of qualified staff betwe 
the member countries are not to prove meaningless as f: 
as Britain is concerned, then it is essential that any diffe 
ences in regulations and practice should be eliminated 
quickly as possible. 

It is common knowledge that European and Briti 
accounting procedures and concepts, not to mention cor 
pany law, differ widely in some important respects. Wit 
accession to the EEC so imminent, it is therefore a matt 
of extreme urgency that the various professional bodi 
should pursue with all possible vigour the respresentatiot 
they are known to be making, both in London and in 


Brussels, to resolve these problems. 





Is Your Computer Really Necessary? 


E more than one-third (36 
keper cent) of the machine time 
available at British computer centres 
on a ‘round-the-clock’ basis is used 
for ‘effective processing’. A further 13 
per cent of time is accounted for by 
development, re-runs or hiring out, 
but for rather more than half the time 
Britain’s computers stand idle. The 
cost of under-utilized capacity amounts 
to thousands of pounds daily. 

These are among the findings of a 
survey of 130 major computer users 
in the UK, undertaken jointly by 
Computer Economics Ltd and Peat, 
Marwick, Mitchell & Co. The largest 
part of the sample — 48 per cent — were 
engaged in manufacturing industry, 
compared with 26 per cent in insur- 
ance, banking and finance, 15 per cent 
in distribution, 6 per cent in Govern- 
ment or public bodies and 5 per cent 
in construction. 

In real terms, companies appear to 
have reduced their rate of increase of 
DP expenditure to an estimated 15 
per cent in 1972~73, with the prospect 
of an even smaller increase over the 
next five years. There are, however, 
significant differences between indus- 
try groupings, with financial institu- 
tions in particular tending to invest 
more heavily than the sample as a 
whole. In terms of total staff costs, the 
percentage share of systems, pro- 


gramming and operations staff tends 
to be rising, while that of data prepara- 
tion staff particularly is falling. 

More than half of the 120-page 
report — Computer Management and 
Economics, published by Computer 
Economics Ltd, price £20 — is devoted 
to detailed statistical analyses of the 
survey results. These tabulations, 
combined with detailed interpretation 
and conclusions, should provide senior 
management with the means of assess- 
ing the status of their data processing 
functions, to compare it with other 
organizations, and to derive a series 
of ratios against which to assess the 
cost-effectiveness and efficiency of 
their data processing effort. 


Computer 84? 


HE prizewinning essay on the 

theme of ‘The anticipated role of 
the computer in business and social 
life by 1984 and after’ has been 
submitted by Mr Derek Ives, lecturer 
in computer science at Portsmouth 
Polytechnic. Mr Ives received the 
prize of £250 at this week’s opening 
of ‘Computer 72’ at Olympia, from 
Mr Arthur Hughes, President of the 
Business Equipment Trade Associa- 
tion. 

By the terms of the competition, 


candidates were precluded from con- 
cepts ‘based on technical achievements 
which have not yet been proven 
possible’. In selecting Mr Ives’ ent 
for the award, the judges were par- 
ticularly impressed by the scope. 
the social areas discussed ~ fro 
national economics to retailing, house 
ownership transfer and the electoral 
system. Hopefully, according to M 
Ives, ‘present economic difficultic 
will be overcome, and computer 
applications will make a much mo 
significant contribution to prosperi 
and to increased leisure than would be 
expected if the computer were merely 
a book-keeping machine. ‘The nation’s 
prosperity over the last 200 years 
has been founded on the exploitation 
of new ideas, new sources of power 
and improved. communication’. 
‘Appropriate control and social 
change’, he continues, ‘will be neces- 
sary to ensure that the increased 
efficiency results in increased leisu 
rather than increased unemployment 
Changes in the financial system, made 
possible by the computer, will enable 





more just and equitable control to be ` 


exercised. The necessary social changes 
are unlikely to be accepted by the 
people unless they are able to take an 
effective part in the government of the 
country. An increased effective par- 
ticipation of the electorate in gover: 
ment could itself result from ar 
application of the computer’. 

Other commended. entries were 
submitted by Messrs A. H. Bond 
P. J. Clark, J. R. Sheard and Rene 
Vallet, 




















































— Chartered Secretaries’ 
‘New President 


NAR T. E. D. MASON, B.COM., 
l F.C.LS., F.C.C.A., Secretary of the 
“Gas Council and senior Vice-President 
of the Institute of Chartered Secre- 
-taries and Administrators for the past 
year, has been confirmed as President 
of the Institute for 1973. 
Born in 1908, Mr Mason has been a 
member of the Institute since 1942; 


~ he is also a member and prizewinner of 
The Association of Certified Account- 
“ants. A former secretary and account- 
ant of the Southampton Gas Light and 
Coke Co, he was appointed secretary 
of the Southern Gas Board when the 
gas industry was nationalized in 1949, 
` and secretary of the Gas Council in 
1966. His services to the industry were 
. further recognized by his election, in 
1970, as a Companion of the Institu- 
` tion of Gas Engineers. 

Previous to his Vice-Presidency of 
he CIS, Mr Mason had served as 
Treasurer of the Institute, as chairman 
of its Wessex (Hampshire and Isle of 
Wight) branch, and as a member of 
several important committees of its 
Council. Announcing Mr Mason’s 
recent election to the Presidency, a 
statement from the Institute says ‘In 
lecting Mr Mason, the Council has 
ot-only chosen for its leader in the 
ext 12 months one who has given 
sterling service to the Institute, but 
who has demonstrated the scope of its 
interest and activity in top-level 
administration in all forms of organi- 
zation, public and private’. 

Mr Mason’s leisure interests include 
rugby football, cricket and tennis, as a 
“spectator, ‘when time permits’. He is 
also a keen gardener. 





VERSEAS venues for profes- 

sional conferences out of season —. 
and often at no greater cost than in 
the UK ~ are becoming increas- 
ingly popular. The forthcoming annual 
conference of The Institute of Char- 
tered Accountants in England and 
Wales in Majorca next March (The 
Accountant, June 22nd) ~ at which the 
speakers will include Mr Denis Healey, 
M.P., ‘Shadow’ Chancellor, and Mr J. 
M. Goldsmith, chairman of Cavenham 
Foods ~ follows successful excursions 
abroad this year by some of its district 
societies - to Majorca by the Beds, 
Bucks and Herts Society, to Jersey 
by London, and to Portugal by 
Liverpool. 

Speaking to The Accountant this 
week, the President of the Institute 
Mr D S. Morpeth, T.D., B.COM., 
F.C.A., said: 


‘This is the first of what I hope will 
indeed be annual conferences, and 
some members may think that it is a 
welcome revival of the old autumn 
meetings. 

‘It differs in two major respects from 
the Institute instructional courses and 
the Cambridge summer conference. 
In the first place, it provides a pro- 


Majorca 1973 


gramme in which talks and discussions 
will range over the wider aspects of 
professional matters, rather than be 
devoted to particular technical sub- 
jects. Secondly, wives—or indeed 
husbands ~ will be able to accompany 
members to Majorca. 

‘It is not often that wives of busy 
accountants are able to participate with 
their husbands in Institute activities, 
and I believe that this is something 
which many will welcome.’ 


Wives or husbands accompanying 
members have been quoted a special 
fee of £52 (inclusive of air travel, and. 
full travel and sickness insurance) 
compared with the members’ con- 
ference fee of £86. Accommodation ` 
has been reserved at the Hotel Melia ` 
Mallorca, Paseo Maritimo, Palma, 
from March 12th to 16th, and book- 
ings are now being accepted by the 
Institute’s Courses Department at 
Chartered Accountants’ Hall, Moor- 
gate Place, London EC2 (o1-628: 
7060). 
In view of the anticipated response 
rate and the limited accommodation 
available, applications for this con- 
ference will be accepted from members 
only. 





On Getting Value for Taxes 


B has for long been self-evident that 
Parliament has virtually no effective 
control over the volume or pattern 
of departmental expenditure. New 
governments, despite promises of 
economies and cuts in future public 
sector expenditure, inherit the com- 
mitments of their predecessors in 
office, and in due course Palion is piled 
upon Ossa. 

One of the more gratifying develop- 
ments in government administration 
has been the creation of various 
Parliamentary committees charged 
with examining the financial practices 
and policies of government. The 
Public Expenditure Sub-committee 
has just presented its eighth report 
which discussed the relationship of 
expenditure to needs. In other words, 
what methods are used by departments 
~ in this case those concerned with 


services for the elderly, the provision 
of trunk and major roads, nursery. 
education and prisons — to determine 
future spending? It was highly appro- 
priate that the committee should have“ 
concentrated upon the social services, 
since almost half of public sector 
expenditure is devoted to this area, 
including education. 

The picture that emerges is depress- 
ing. It is quite clear that neither the 
Treasury nor the departments con- 
cerned examined had the quantitative 
information upon which the effects of 
a given expenditure programme could 
be evaluated. In assessing either. the 
relative needs for development in such 
services compared with other needs, 
the information did not exist and 
neither, it seems, did it occur to anyone 
to obtain it in the course of deter- 
mining past allocations of resources. 
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If businesses of size generally operated 
and took decisions without all the 
relevant information (although recent 
history suggests that there are still 
some which do just that), the future of 
the national economy would be bleak 
indeed. 

The committee makes some sensible 
observations on the usefulness of 
input-output statistics adapted to assess 
the effectiveness of any spending 
programme; anyone familiar with the 
basic principles of PPBS will recognize 
what the committee is looking for. An 
appendix, with some tables prepared 
by a Cambridge economist Mr 
W. A. H. Godley, is of interest 
primarily because of the basic nature of 
data supplied. Are we to assume that 
even such basic statistical and account- 
ing information was not put together 
in the past? No one with any knowl- 
edge of planning and resource alloca- 
tion denies the strong subjective 
character of most decisions, but they 
ought to be based upon some aware- 
ness of the elementary facts. 


Graduates in Industry 


CTT the considerable in- 
f crease in the number of graduates 
leaving British universities in recent 
years, approximately 25 per cent of 
whom enter industry or commerce, 
there is often an initial problem in 
employing them in a way that is 
beneficial to the company and at the 
same time satisfies the needs of the 
individual. A recent British Institute 
of Management publication, Gradu- 
ates in Industry (£2°50, special terms 
to BIM subscribers) suggests that 
many organizations might benefit from 
a fresh look at their graduate re- 
cruitment and training policies. 

‘Based on a sample of 463 candidates 
who graduated in 1967 and 1968, the 
present survey finds that some A0 
per cent of the sample were dis- 
satisfied with industry in one way or 
another. Reasons most often quoted 
for this dissatisfaction were ‘lack of 
responsibility’ and ‘internal politics’, 
though there were also complaints of 
unsatisfactory pay and management 
structures, difficulty in obtaining pro- 
motion, and discrimination against 
graduates and against women. 

The few candidates (3 per cent 
of sample) engaged in accountancy 
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showed no obvious degree specializa- 
tion, being drawn in approximately 
equal proportions from mathematics, 
arts, economics and social sciences. 
In terms of salary, this small group 
fared conspicuously better than most 
of their contemporaries; 50 per cent 
of the accountants (now presumably 
in their middle to late twenties) were 
earning over £2,500 per annum, and 
44 per cent claimed to have expecta- 
tions of not less than £4,000 at age 
30. 

As its title, Graduates in Industry, 
implies, this survey does not take into 
account the substantial student intake 
from the universities to professional 
offices. 


Stiffer Penalties for 
Company Defaulters ? 


OMPANY defaulters need to be 

convinced that they are commit- 
ting more than a technical offence. 
The disclosure of information on pub- 
lic files at Companies House is essen- 
tial to the British system of company 
law and, in the words of Sir Geoffrey 
Howe, Minister of Trade and Con- 
sumer Affairs, earlier this week, it was 
doubtful whether existing maximum 
penalties were in all respects adequate. 
While he hoped to avoid any con- 
stitutional impropriety, he also ex- 
pressed the wish that the courts would 
regard default in filing returns as a 
substantial offence. 

Sir Geoffrey was speaking at this 
week’s conference, organized jointly 
by the Institute of Chartered Account- 
ants in England and Wales and the 
Financial Times on “The British Com- 
pany in Europe’. He spoke also of the 
possible effect of section g of the 
European Communities Act on pres- 
sure of work at Companies House. A 
number of amended documents, to 
meet the new disclosure requirements, 
were coming in ahead of the deadline 
and he saw no trouble if a steady flow 
could be maintained. 


Small Companies 
and Budgetary Control 


UMAN relationships in budget- 
ing are extremely important, and 
throughout the design and subsequent 
implementation of a budgetary con- 
trol system it is imperative that 


was practicable to legislate against 











































operating personnel become ver 
closely involved, in order to ensure 
better understanding of the mechanics 
and the uses of the system. A new 
BIM Management Guide, No Ae 
Budgetary Control for the Smaller 
Company outlines a basic programm 
for the design and implementation of 
a budgetary control system. 

The guide contains a step-by- step: 
programme for the key areas which 
must be covered and leads on to the 
preparation of budgets. Sectional 
budgets ~ sales, marketing expense, 
production, labour, materials, research 
and development cost, factory over- 
heads, plant utilization, administra 
tion, cash, capital expenditure — are 
covered and examples are reproduce 
of the form such budgets might take. 
From these the reader is led on to the 
preparation of a master budget. 

The appendices to the guide include 
budget terminology; a case study; a 
summary of the 1966 BIM Survey 
Budgetary Control in the Small/ 
Medium Size Company; and a reading 
list. Management Guide No. 4 Is 
available from Publications Supplies, 
Management House, Parker Stree 
London WC2B sPT, price {2-5 
plus 5p postage. 


Sale of Degrees 


CTIVITIES of ‘diploma mills’ 

of which there are alleged to be 

at least 27 in the United Kingdom 
at the moment, and over 200 abroad 
were a renewed cause of anxiety 
among MPs recently. Following 
questions to the Secretary of State for 
Education and Science by Miss Jane 
Fookes (Con., Merton and Morden 
and Miss Joan Lestor (Lab., Eton an 
Slough), Miss Lestor succeeded i 
initiating an adjournment debate. Shi 
was concerned, she said, about the 
dangers of obtaining qualifications 
which were not valid and were mis- 
leading, the uses to which they might 
be put, and the way in which iH- 
informed. people might be taken in. 
Individuals, particularly from the 
developing countries, were being le 
to believe that they had a geng 
educational qualification giving them 
some merit and some standing in. the 
world. 
Replying to the debate, Mr Norman 
St John-Stevas doubted whether- it 







720 


credibility and gullibility; an award 
from ‘The Philo-Byzantine University 
` and Collective Affiliation of Con- 
stantine the Great’ — an actual example 
~ should not necessarily be assumed 
as the equivalent of an Oxford degree. 
= He was grateful to Miss Lestor for 
calling the attention of the Govern- 
ment to the Coventry-based ‘Nebraska 
College of Physical Medicine’ ~‘a 
geographical monstrosity of which I 
was not aware’. 
The Department of Education is 
-< already available to give guidance on 
the validity of specific qualifications 
when asked, and is considering means 
of making more widely available in- 
formation about UK degrees and 
other recognized qualifications. 






































Partners’ Double Tax 
Burden 


ROFESSIONAL practices may 
be facing a fiscal ‘bombshell’ in 
: just over a year’s time, according to a 
one-day ‘tax teach-in’ for partners 
held in London last week. The 
reference was, of course, to the im- 
pending combination of income tax 
and surtax in the unified personal 
tax system from April 1973; in 
January 1974, partnerships will be 
facing their last demand for surtax 
under the present regulations at the 
same time as their first assessment 
under the new procedure. 

A similar situation arose in the 
1940s, according to Mr Stanton 
` Marcus, of Financial ‘Techniques Ltd, 

when PAYE was superimposed upon 

the previous procedure of direct 
assessment. At that time, part of the 
` overlapping tax was cancelled — or 
< discharged, to the extent possible, 
against entitlement to post-war credit. 

The Government is unlikely to be 
moved by Mr Marcus’s protestation 
‘that the ‘spreading’ relief provided 
by section 24 of the Finance Act 
-1971 (whereby two-thirds of surtax 
payable on January tst, 1974, may be 
“deferred in two equal instalments to 
January 1st, 1975 and 1976) ‘is hardly 
the answer needed’. Save in the 
limited categories of ‘hardship’ recog- 
nized by the Inland Revenue — which 
` are hardly likely to affect surtax 
payers — the official view has been 
“declared as that, where an individual 
has had the use of the relevant 
income, the tax must be collected. 


Professions in the 
Commonwealth 


URING the six years of its 

f existence, the Commonwealth 
Foundation has disbursed over {14 
million to the benefit of the professions 
and their members. With its encour- 
agement and assistance, over 1,000 
selected individuals have been helped 
to travel outside their own countries 
on study visits or to attend professional 
meetings. The Foundation had also 
been active in the establishment of 
inter-disciplinary ‘professional centres’ 
which aim not only to offer practical 
facilities (such as offices, staff, a basic 
professional library, facilities for meet- 
ings and for the reception of members 
and students) but also to encourage a 
joint approach to problems of educa- 
tion and training, relations with schools 
and universities, and advice to govern- 
ment. 

Financial assistance to individuals 
for attendances at conferences and 
seminars will normally be available 
only for meetings taking place within 
the Commonwealth, and the trustees 
of the Foundation have decided that 
the total of such grants should be 
limited to £60,000 annually over the 
five years from July rst, 1971. Within 
this framework, applicants for assist- 
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ance should provide a reasoned and 
costed case, supported by a short 
curriculum vitae and evidence from 
higher authority, preferably not less 
than three months prior to the date of 
the meeting in question. The trustees 
will normally attach significance to the 
fact that the meeting has a practical 
rather than a theoretical or academic 
objective, and that the candidate has 
a contribution to offer and is likely to 
gain useful experience. 

Among other recent awards, the 
Foundation. has approved a grant of 
{27,000 over three years to Kenya, 
for the establishment of a joint 
Accountants and Secretaries National 
Examinations Board. A previous pro-. 
gress report, The Commonwealth. 
Foundation — the First Five Years, was 
featured in The Accountant for Decem- 
ber 30th, 1971. 


South African 
Exposure Draft 


D COME tax charged in the financial 
statements of companies should re- 
flect the tax consequences of the net 
income included in the income state- 
ment, in the view of the Natiónal 
Council of Chartered Accountants 
(South Africa). This is one of the 





Schools Business Game. Latymer Upper School's ‘board of directors’, 


fresh from their first-round win aver Archbishop Holgate’s School and Whitley 
Bay Grammar School, held an inquest on their decisions, spending several hours 
in going over every detail of the round with Mr Colin Grey, F.C.A., their adjudi- 
cator and Mr Geoffrey Bone, master in charge. 

Seen at Chartered Accountants’ Hall with Mr Grey and Mr Bone are Jonne 
Ceserani, David Jennings, David Bantin, Trevor Lewis, Hugh Sloane and 
Rod Halling. They meet Lutterworth Grammar School and Cranleigh School 
in the second round, commencing on January 15th, 1973. , 










Value Added Tax and the 
_. Imputation System are already influencing 
accountants’ techniques and decisions. 


The Institute of Chartered Accountants 

in England and Wales now presents 
Value Added Tax -a handbook for 
accountants and businessmen” by E.E. Ray, 
B.Com., F.C.A., and F.A. Sherring, F.C.A. £1.25 post free 
and “Corporation Tax - the Imputation System” by L.H. Clark, F.C.A. £1.25 post free. 
“Subjects covered include: WENNER ; 
cœ Planning for VAT including cash flow ] hy 

* Who must register 

3¢ How VAT is collected - the tax invoice 
` E Accounting records and problems 
x Special cases - groups, retailers, etc. 


at ve Sam 


Order Form 
Please send me 


copy lies) of Value Added Tax -a handbook 
fora accountants and businessmen’ at £1.25 each post free £ 


copy (ies) of ‘Cor poration Tax- the Imputation 
System’ at £1.25 each post free 


e The changeover period 
x Timing dividend payments 
x ACT and “mainstream liability” 


_ 3 Special problems of small companies (Cheques ete. payable to CHARTAC) £ 


: To get your copies complete this Order NAME 8:00 acs haia A Na a Bic ii heaatea mete 
— Form and send it with your remittance to: 
Publications Department, The Institute of 
Chartered Accountants in England and 

` Wales, Chartered Accountants’ Hall, 
` Moorgate Place, London, EC2R SEO. All ët x =l " 


I/We enclose remittance of e? 


3 : ACTH 
orders must be accompanied by remittance. i 


The authoritative publications presented by 
The Institute of Chartered Accountants i in England and Wales 










You can recommend Schroder Flexible Bonds 
to your clients with every confidence. Schroder 
Wagg, merchant bankers, have a well proven 
record of investment success, and are entrusted 
with funds worth hundreds of millions of pounds. 











experts. ` 


without penalty. 


SCHRODER 
FLEXIBLE 
BOND 


FIVE SPECIAL FEATURES 


® A balanced portfolio of equities, 
fixed interest and property. 


® Active management by Schroders’ 
® Up to 10% a year free of income 
tax can be drawn. 


$ Bonds can be cashed at any time 


® Special tax advantages. 


For full details of Schroder Flexible Bonds, other 
contracts and agency terms please get in touch with 


A new investment opportunity 
from Schroder Assurance. 


Asa world-famous merchant bank, Schroders have 
all the expertise and resources required to manage 
a Flexible Fund. Their intimate knowledge of home 
and overseas markets is backed by strong interna- 
tional connexions and depth of investment research. 









‘John Stonham at Schroder Assurance Limited, 
120, Cheapside, London EC2Y 6DS. 


Telephone: 588 4000 
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points. made in a recent exposure 
draft entitled ‘Taxation in the financial 
statements of companies’, issued by 
‘the Council for comment not later 
than February 28th, 1973. 

“South African company law re- 
quires separate disclosure in the profit 
and loss account of ‘the estimated 
amount provided for taxation (specify- 
ing taxes) in respect of the period 
covered by the account, and the 
amount, if any, provided in respect 
of any other period’. The exposure 
draft recommends that a debit bal- 
ance on deferred tax account should be 
written off ‘unless its future recovery 
is reasonably certain’; credit balances, 
if material, should be separately des- 
-eribed in the balance sheet as ‘de- 
ferred tax’, and not treated as re- 
serves or current liabilities. 

Adjustments for taxation purposes, 


ACCOUNTANT ` 


other than tax losses brought forward, 
may fall into one of two broad cate- 
gories: timing differences, affecting 
accounting profit and taxable income 
in different periods; and permanent 
differences, arising from the exemption 
of certain income from tax, or the 
disallowance of certain classes of 
expenditure for tax purposes. The 
first of five examples appended to the 
exposure draft shows ‘normal tax 
on profit for year’ after adjustment 
for both permanent and timing differ- 
ences, subdivided between ‘current’ 
and ‘deferred’ — the latter attributable 
to timing differences such as recog- 
nition in the period of sale, for 
accounting purposes, of hire-purchase 
interests charged to tax over the period 
covered by the instalments. 

Mining companies are, of course, 
a particular feature of the South 


‘Canada Favours Consolidation 


ECOMMENDATIONS on ac- 


counting for long-term inter-cor-. 


‘porate investments, designed to lead 
to more informative and consistent 
corporate financial statements, have 
just been released by the Canadian 
Institute of Chartered Accountants 
and become effective on January Ist, 
‘1973. Their emphasis is on general 
criteria rather than setting percentage 
ownership tests. 

The CICA accounting and auditing 

¿research committee recommends that, 
where a company has more than one 
subsidiary, financial statements should 
be prepared on a consolidated basis 
except in rare circumstances where 
consolidation is not the most effective 
“presentation. It also recommends that 
the equity method should be used to 
account for effectively-controlled cor- 
porations and corporate joint ventures, 
‘The cost method is recommended for 
use in. accounting for portfolio invest- 
ments. 

To support its pronouncements that 


consolidation should be used to ac- 


count for investments in subsidiary 
companies, the committee deems a 
‘single economic entity’ to exist when 
the management of a parent company 
is able to manage the resources of the 
parent and. its subsidiaries, to have 
them working together effectively to 


achieve overall objectives. 
“subsidiary may operate in a different 


While a 


industry this, in itself, is unlikely to 
affect management's ability to inter- 
change resources and ‘is not a valid 
reason for, and should not be used to 
justify, exclusion of a subsidiary from 
consolidation’. 

Rare circumstances in which con- 
solidation. of subsidiaries does not 
lead to informative presentation in- 
clude those involving a subsidiary or 
parent which is in a regulated in- 
dustry where there are severe restric- 
tions. on the interchangeability of 
assets, a subsidiary undergoing legal 
re-organization or in bankruptcy, or a 
foreign subsidiary with significant 
restrictions on exchange or on re- 
patriation of profits. 

The committee recommends that 
the equity method be used for invest- 
ments in effectively controlled com- 
panies except where the investor 
actively participates in management of 
the effectively controlled company and 
possesses the ability to interchange 
resources with that company. In such 
cases, says the committee, “the effec- 
tively controlled company can be 
viewed as being part of a single 
economic entity and consolidation with 
the investor may be the more infor- 
mative presentation’. 


African scene, and it is a commo 
practice to treat the majority of sı 
companies as single ventures wh 
terminate by exhaustion of the minin 
area. South African tax legislatio 
permits mining companies to char; 
all expenditure on fixed assets (other 
than land and mineral rights) as a 
deduction from income. In such cir- 
cumstances, the exposure draft points 
out, ‘to account for deferred taxation 
would be unrealistic and result in a 
build-up of cash balances. However, 
shareholders should be made aware 
of the extent to which current and 
future profits are affected by tax 
allowances, and a note setting out th 
details should be given’, 


Inflation, Protest and | 
Crime 

RGANIZED crime is posing 

problems for British businessmen 
on a scale inconceivable even te 
years ago, according to Mr Alf 
Purse, LL.B., F.C.1.8., outgoing Preside 
of the Institute of Chartered Secretari 
and Administrators, at one of his. 
official functions. Opening a conferens 
in London last week on ‘Insuran 
and Risk — Prevention, Protection an 
Premium’, sponsored jointly by thi 
CIS and by the Corporation 
Insurance Brokers, Mr Purse said: 


‘Inflation, in this area as in others, 
means that the administrator must b 
constantly reviewing the risks to see 
that cover is adequate. But inflation. 
also means an escalation in premiu 
costs, 

‘Moreover, we live in an age whe 
protest, often violent and leading t 
attacks on life and property, is almost 
becoming a way of life for a minori 
of people, while organized crime, ofte 
on an almost professional basis, poses 
problems on a scale which was it 
conceivable even ten years ago. 

‘For these reasons it is vital that w 
ensure that adequate cover is obtat 
for risks which ought te be cover: 
that everything possible is done ` 
prevent insured losses being (mere 
that consideration is given to the extent 
that a measure of risk-taking by the 
company or other organization: 
justified and, finally, that we obtain 
the best rates in a competitive market. 


Mr Purse, who is company secre 
tary of Powell Duffryn Ltd, pointed 
out that most company secretaries 
were responsible for the imsurance 
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-arrangements of their organization; it 
` was to the company secretary that the 
` board of directors looked to see that 
adequate cover against catastrophe was 
obtained on economical terms. It 
-was no more prudent, in his view, to 
attempt to arrange insurances for 
_ one’s company without the advice of 
= a broker than to become involved in 
legal matters without advice from a 
solicitor. 


Professional Power 
Will Have Impact in EEC 


UROPEAN federations of trade 
or professional interests are likely 
ro have a greater impact on the EEC 
. Commission than the British Parlia- 


the recent diamond jubilee dinner of 
the South Wales and Monmouthshire... 


Branch of the Chartered Secretaries 
and Administrators. Mr Purse said: 
‘I am convinced that still today, with 


entry into the Common Market rapidly ` 


approaching, business people, indeed 
the public generally, have not fully 
realized the extent of the change made 
in our lives by membership of the 
EEC. They have not yet grasped that 
laws will be made in Brussels rather 
than Westminster, and that in fact 
we shall in virtually every aspect of our 
economic life become in 1973 subject 
to laws made by the Six before our 
entry. 

‘I believe that in the altered cir- 
cumstances, the function of the 
representative. body ~ professional, 





industrial, trade > is all-important, ` 
particularly where it can be organized ` 
or federated on a European, rather 
than. a national basis. In short, a 
Suropean federation of trade or pro- 
fessional interests is likely to have a 
greater impact on the EEC Com-. 
mission, than the British Parliament ` 
itself.’ 
The CIS has now been invited to ` 
submit its views on harmonization of 
company law, and on the draft Euro- 
pean company statute, to senior 
officials of the EEC Commission in ` 
Brussels. This follows the visit of a- 
four-man delegation led by Mr Purse, 
with the aim of emphasizing the 
advantages of the British. company | 
structure ‘with the secretary as a key ` 
central administrator’. 


` ment, declared Mr Alfred Purse, at 








‘THIS IS MY LIFE 

















The Gambler's 
Instinct 


by An industrious Accountant 


UR elderly stockbroker visited the store to do his 

Christmas shopping early, probably with some 
erudite idea of beating our seasonal price inflation; 
„unfortunately it rained a force 9 gale, so he lunched with 
me in the canteen. Everybody else having the same idea, 
we ended up with a clutter of the younger salesmen at 
ur table. 
'There’s really nothing much wrong with salesmen at 
lunch except that they usually boast of their successes. In 
“terms of accuracy, of course, they run level with fishermen. 
` On this occasion they changed their tune. When I 
introduced my guest, their ears pricked up and they licked 
“their lips metaphorically. What a chance of a hot tip! How 
-did he see the market moving, they asked eagerly; would 
the FT Index break 500 again? Anything good going in 
„Australians? 
The ES smiled down at them paternally. Courtesy to his 
‘host indicated that he shouldn’t rebuff them; his profes- 
-sional complacency wasn’t averse to educating the ignorant; 
his business acumen smelt customers and whispered of little 
fish being sweet. Little he knew. He had just encountered 
a school of sharks. 
-. An obscure and unpredictable future, he commenced, 
` bat those with ears close to the ground could well pick 








up minor fortunes. The salesmen flicked side-glances 
which telegraphed silently ‘there goes the commercial’ and ` 
made encouraging noises. The ES finished his melon and ` 
reflected that much depended on the Wall Street reaction. ` 

The youngest salesman asked how firm was the present ` 
Dow Jones figure. My guest, obviously not prepared to. 
answer this one off the cuff, side-stepped with the comment 
that the important factor was the extent to which we could 
control inflation, what with the CBI and the TUC, not to 
mention the new EEC guidelines. Then he passed over the 
conversational ball with a polite ‘how’s the retail business?’ 
and fell upon his turkey. 

The pass went unrecognized and unfielded. The red- 
haired salesman said that he dabbled a bit in properties 
himself; what were the odds on a little flutter on Metro- 
politan? The youngest one asked about the present set-up 
of the dollar premium on these offshore trusts? The other 
two chipped in simultaneously with queries about Slater 
Walker, tobaccos, and that new issue prospectus in the 
morning’s papers. How reliable was the P/E ratio in the 
electrical section? e 

The broker pursed his lips at this unexpected display of 
sophistication so I cut in to relieve the pressure. Accountants, 
I explained, were conservative by nature and invested in 
blue chips (the red-haired character said ‘like Rolls-Royce?’) 
whereas salesmen were born gamblers. Indeed, they talked 
equity prices as often as our sales prices and ran their own 
little investment club. 

Red-hair retorted spiritedly that chaps couldn’t get rich 
on today’s salaries, so they had. to make the odd outside 
killing. The ES’s suave smile rejected silently any prospect 
of a consultation on the cheap. He attacked his- apple 
crumble with a patronizing recommendation to roll over 
small profits regularly, and leave something for the next 
man. i : 

Oscar Wilde wrote ‘once or twice to. throw the dice is a 
gentlemanly game’; but this generation of gamblers is 


obsessed with the lure of the quick buck. ` 
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Added-Value Ratio: 
and Productivity Deals 





by F. W. STAPLES 


Senior partner in F. W. Staples and Partners, industrial relations consultants 


A leading article on the significance of added value, published in The Accountant for 

November 2nd, attributed some of the blame for. deteriorating ratios of added value to 

labour cost to ‘specious ad hoc productivity agreements’. Company negotiators, it was 

suggested, should arm themselves with added value to labour cost projections for. the 
coming year, and negotiate acceptable increases in labour costs on this basi 


PHE present trend of government policy on collective 

bargaining does not seem to leave scope for a firm’s 
ability or otherwise to concede increases. During the 
standstill, the only increases available to manual workers 
(apart from promotions) will result from the operation of 
existing incentive schemes. The longer-term incomes 
policy will presumably make some allowance for properly 
controlled payment-by-results schemes, but the proposals 
made during the Downing Street discussions suggest 
that inflationary across-the-board settlements will be 
subject to statutory limitations. 

This is bound to increase the pressure on wage systems, 
so that companies will need to be even more concerned 
about the uncontrolled wage increases which result from 
the operation of direct incentive wage systems. The 
Government also will have to consider this source of wage 
‘drift’. Occupational earnings surveys in 1964 and 1967 
suggested that almost 50 per cent of all workers in the 
engineering industry were paid under some form of in- 
centive. Another Ministry of Labour inquiry in 1961 
quoted 42 per cent as the percentage of all workers in 
systems of payment-by-results. The Prices and Incomes 
Board in 1967 estimated that the overall increase in earnings 
of manual workers resulting from drift was about 3} per 
cent per annum. 

Within. the engineering industry in particular, it is 


common knowledge how this drift occurs. Management 
install direct incentive systems designed to relate individual 
pay increases above a basic rate to the productivity ` 
individual operators. These systems operate by setting 
‘price’ for each component produced by an operator eiths 
in terms of the standard time which should be taken for 
the component, or in cash. The more an operator produces 
per hour, the higher will be his personal performance and 
consequently his wage rate. 

When these schemes were installed, they frequently 
produced substantial increases in individual productivity. 
However, within a few years most of these schemes: fell 
into disarray. Operators tended to resent the discipline 
imposed by the payment system which forced them 
maintain a high level of output in order to maintain t! 
earnings levels. They found it much easier to control t 
earnings levels by negotiating the prices set for e 
component and by manipulating the booking of wo 
Inherent faults. in the design of these payment system 
such as payment for waiting time and unmeasured wor! 
tended to facilitate the manipulation of the schemes. The 
overall effect has been, in almost every case, that per- 
formances have risen to unrealistic levels, pay has in- 
creased proportionately, but productivity has remaine 
static or actually gone down, 

Faced with this wage drift, management have bee 
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reluctant to concede across-the-board. wage increases 
_ at the end of each year, and this has reinforced operators’ 
_ -efforts to extract more money from their own pay schemes. 




























Ad hoc’ productivity agreements 

Managements have consequently resorted to the ex- 
-pedient of identifying inefficient practices, and offering 
across-the-board pay settlements for their elimination. 
More often than not, the work-force have developed new 
estrictive practices to replace the old ones, and manage- 
ment have got very little back from the substantial cost 
increases that they have incurred. 

One consequence of wage drift combined with across- 
_. the-board increases has been increased unit labour costs; 
another important consequence, which has been less 
ublicized, is the extraordinarily wide spread of earnings 
which results among the payment-by-results workers 
themselves. Depending on operators’ relative success in 
_re-negotiating the piece-work ‘price’ of components, on 
their ability to manipulate the work-booking system and on 
he opportunities presented within their jobs for cutting 
orners and developing faster methods of manufacture, 
performances can vary by as much as 300 per cent. Corres- 
“ponding earnings differentials can be as much as {15 per 
40-hour week. 

At the same time, workers on fixed hourly rates tend to 
earn very much less than piece-workers, and to seek all the 
hours of overtime which they can find to compensate. The 
et result of all this is a wide spread of hourly earnings 
within the factory for jobs of approximately equal worth. 
Responsible shop stewards are generally aware of this 
uation, but are not in a position to do very much about it. 
However, they tend to welcome any suggestion that 
earnings might be brought into a fairer relationship with 
ne another. In general they are reasonable people, very 
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willing t to , cooperate with: a management initiative which ` 


` will simultaneously increase the prosperity of their mem- 
bers, rationalize their earnings structure, and (by increasing 


the prosperity of the firm) help to secure their long-term 
prospects of employment. In my experience of this kind of 
initiative over the last five years, the shop stewards with 

whom I have worked have invariably welcomed proposals 
from management with the following objectives: 

(1) To develop a wage system relating the total earnings of 
each individual to the worth of his job and the efficiency © 
of his department. = 

(2) To finance most of the cost of this earnings rationalization ` 
from increased efficiency within the factory. 

(3) To eliminate individual incentives and base the pay for 
each grade of worker on the measured efficiency of their 
departments. 

(4) To develop a systematic procedure for negotiating future 
annual improvements in the grade rates on the basis of 
company efficiency and prosperity. 

I have always found this last point to be: most import- Së 

ant. Its omission. is probably responsible for the breakdown `- 
of those productivity deals which were set up on a properly | 
controlled basis, and which consequently served to re- ` 
strict participants’ earnings while rates all round them 
continued to rise. 


Result of a typical agreement 
One such efficiency agreement which has been particularly 
well documented was installed during 1970 in a light 
engineering company employing about 1,200. manual ` 
workers. All earnings calculations were based on a ` 
reference period from January to March, 1970. 
After the initial cost of introducing the grade structure . 
and rationalizing the. earnings, further improvements in, 
pay have been from two sources only: 
(1) Departmental efficiency schemes relating grade rates: 
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Capital Growth? 


The Allied Hambro 
Extra Income Plan 


offers the choice of between 4% and 8% per annum 
after income tax on an equity investment. 

For example: The following table shows how. an 8%. 
withdrawal rate (4% paid half-yearly) would have affected 
an investment of £5,000 in the Allied Capital Trust made ` 
on 1st January 1958. 


In the beginning electronic digital computers were 
used solely for mathematical and statistical work, 
and so, not unnaturally, the programming of these 
machines was carried out by mathematicians. The most 
common application of computers today is in the field 
of commercial data processing, but the myth that a 
knowledge of mathematics or even of electronics is 
required before one is qualified to become a program- 
mer is hard of dying. In fact no preliminary qualifica- 
tions are required for programming except perhaps a 
certain basic common sense. 
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If you have a week to spare fly with us to 
New York this winter. 

We'll fly you over on one of our 747s, Put 
you up in one of the best hotels in New York 
(you have a choice of three). You'll have a 
single or double room with your own private 
bath, We take you sightseeing. And then 
after a week we fly you back again. 

The all-inclusive tour prices start from £117— 
‘even that's a saving of about 30% on the 





normal economy airfare available for a one- 
week tour. The rest is on us. (Prices based 
on 7/8- day winter group inclusive tour fares 
effective Nov Jet to Dec. 14th, 1972,and Lan. Gr 
to Mar. 3lst,1973 for groups of 10 passengers. 
You don't have to form a group yourself. 
Your travel agent or Pan Am will do it.) 

So, if that sounds like a nice thing to do, 
your travel agent can tell you more, orsend 
for our brochure for full details, 


& Pan Am 
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To Pan Am, P.O. Box 700, London SW4 
Please send me your free brochure of Pan Am’s winter bargain tours 
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-directly to departmental efficiency, measured by the ratio 
of total standard hours produced to total hours clocked. 
The system operated so that a 10 per cent increase in 
‘departmental performance was rewarded by a 6 per cent 
-increase in earnings levels to the employees, and a 4 
per cent reduction in unit costs for the company. 

(2) In addition to efficiency awards, the grade rates themselves 
are increased each year by an annual improvement which 
: depends on the companies financial results and national 
earnings movements. 


Departmental efficiencies are monitored and controlled 
by a system which allows little or no scope for mani- 
pulation, and results are reported every month to joint 
committees of shop stewards and management in each 
department. As well as monitoring the results of the scheme, 
these committees have joint responsibility for introducing 
new methods into their departments, designed specifically 
to raise efficiency. 

The detailed productivity and financial controls as- 
sociated with the scheme allow the results to be very clearly 
documented: 


Company earnings levels 
National average increase, 
January 1970 — June 1972 (seasonally adjusted): 31-7 
per cent. 
Factory average earnings rates, 
January 1970 ~ June 1972: 33 per cent. 


Cost per standard hour 


Since June 1971, the operation of effective cost control 
and work booking systems throughout the company have 
made it possible to monitor the cost per standard hour of 
work. produced; in the three months ending August 1972, 
this was {o-g2 per standard hour. During the period of 
time that this ratio has been monitored, it has increased 
by 7 per cent, reflecting the payment of an annual improve- 
ment factor on the grade rates in October 1971. 


Added value and productivity 


In complete contrast to the industry average figures 
reported by the Engineering Employers’ Federation, and 
quoted in The Accountant for November 2nd, added value 
‘produced in this situation increased by substantially more 
than wage costs. Comparing the 12 months ending July 
1971, with the same period ending July 1972, the added 
value produced increased by 31-4 per cent. 

Average wage costs over the same periods increased 
by 17-3 per cent. Even allowing for the initial cost of 
implementing the scheme, which was about 12 per cent of 
the wage bill, these figures are impressive. They represent 
a reduction in the cost of producing £1 of added-value 
over the two years of 12 per cent. 

In fact, these figures do not give a true reflection of the 
unit cost of production, because, as anyone familiar with 
added value to wage cost ratios will know, the figures are 
affected by sales prices and raw material cost movements. 
‘However, there is no doubt that the unit cost of production 
has risen over the complete 25 months’ period, by sub- 
stantially less than the increase in earnings rates. 

The best estimates available suggest that productivity 


has increased over the entire period by 18 per cent, com- 
pared with a 33 per cent increase in earnings rates. 

In other words, the real unit cost of manufacturing has 
increased over the two-and-a-half-year period by only 15 
per cent, or about 6 per cent per annum. The cost includes 
the implementation cost of the agreement and is substan-_ 
tially less than would have been expected from a combination ` 
of wage drift and across-the-board negotiations. 


Summary 


The picture presented by this situation is one of a wage 
system which has been brought under control by the 
combined efforts of management and shop stewards, to 
their mutual benefit. Quite apart from productivity i 
provements, the sharp increase in prosperity of the company 
is due, in part at least, to the fact that in the past 25 months 
there have been no stoppages of work, no serious disputes, 
and almost complete co-operation with management's 
attempts to improve efficiency on the shop floor through 
the use of new machines, revised layouts and. group 
technology. 
In the latest report on the agreement, the management 
concerned said: 
‘The much-criticized rationalization and implementation 
costs of the pay and productivity scheme can now be see 
retrospectively in their proper content — not as inflationary 
handouts under pressure, but as logical and necessary step 
towards the rationalization and future control of the driftin 
wage structure.’ 


Current government policy will undoubtedly bring pay 
systems under greater pressure. Without control system: 
of the kind described, wage drift in industry will continue 
and all attempts to bring inflation under control will fail. 

Finally, it may be of interest to list the wage controls 
which are being used in this case study. Every three months 
the management receive a report listing: 

Average hourly earnings by department. 

Overtime levels by department. 

Factory. average hourly earnings. 

National average hourly earnings within the industry. 

Sales values per month. 

Added value per month. 

Standard hours produced by department. 

Wage cost per month. 

Added value per month at constant prices. 

Ratios: 

Added value to total wage cost. 

Added value (at cost prices) per clock hour. 

Standard hours produced per clock hour. 

Direct clock hours to total clock hours. 

These figures provide the most complete check possibh 
on unit costs, operator performance and wage drift. 
themselves, none of the ratios used would guarantee tha’ 
the earnings are properly related to company efficien: 
Taken together, the ratios provide cross-checks on on 
another, and wage drift within the system could almos 
certainly be detected. 

Controls of this kind could be used to audit productivity 
agreements annually, and a statutory requirement 
companies to keep the necessary records would allow 
incomes policy which accepted productivity agreements t 

operate effectively. 





Corporate Tax Systems in the EEC 


2 — France 



















by TERENCE WEBB, with Arthur Andersen & Co 


pE tax year in France coincides with the calendar year : 
CF for companies, the basis period is the accounting year 
ending in the tax year. Companies have to file their tax 
return within go days of the end of the basis period. 

Companies must repay their tax by quarterly instal- 
ments throughout the year, up to a total of go per cent of 
the tax paid on the taxable net income of the preceding 
year. The balance must be paid when the tax return is 
filed; overpayment is applied first against next year’s 
instalment of tax, any balance being refunded. 


Residence 

Residence is determined by whether a company is incor- 
porated or managed and controlled in France. If a company 
is resident, its taxable income consists of its world-wide 
income except for income from foreign permanent estab- 
lishments or representatives. 

Taxable income also includes income ‘derived from 
France’. In a 1969 case, it was held that a French re- 
insurance broking company, which carried on business 
abroad through foreign sub-brokers, derived its income 
from French activities and so such income was taxed. 

` Overseas branches of a resident company do not suffer 
tax on their profits unless by election, their income is 
consolidated with the French head office. Non-resident 
companies are taxed only on their operating profits realized 
in France from a branch or permanent establishment or 
representative. Both types of company pay tax at 50 per 
cent on their profits, distributed and undistributed. 


Taxable income 


In computing taxable income, stock is valued at the lower 
of cost or market value. Dividends received from domestic 
sources are excludable as to 95 per cent of the grossed-up 
sum (i.e., net dividend plus tax credit) received from sub- 
sidiaries, if the recipient company has held 10 per cent of 
the capital since the paying company’s formation or for at 
least two years; or if it has an investment of more than 
10,000,000 francs in the paying company. Resident com- 
panies that do not qualify for this exemption pay tax at 
eo per cent on gross dividends received from domestic 
sources, but they get a tax credit of 50 per cent on the net 
dividends. 

Foreign dividends are subject to tax at 50 per cent on 
— the net receipt. Capital gains from assets held for less than 
two years, and the part of the gain representing depreciation 

allowed for tax on assets held for more than two years are 
















— The second of a series of articles on corporate taxation within the 
countries of the Common Market. The first article (Belgium) appeared 
in The Accountant for November 23rd. 


taxed at the full rate; the tax is payable over five years. 
Long-term capital gains are taxed at 10 per cent, with an ` 
extra 40 per cent paid in tax when the gains are distributed. 
Short-term losses can be set off against income, and net 
long-term losses can be set against long-term gains of the 
next ten accounting years, including gains arising on the 
company’s liquidation. Where the value of securities, 
quoted and unquoted, falls below cost, the fall may be © 
treated as a long-term loss. Any subsequent increase is ` 
taxed as a long-term gain. 


Depreciation 
To enable tax allowances to be claimed in any year, 
depreciation must be charged in the accounts; and the 
accumulated depreciation in the accounts must not be less ` 
than accumulated depreciation calculated on the straight- > 
line tax basis. Annual straight-line rates are: industrial: ` 
buildings 5 per cent, plant and equipment from ro to 20. 
per cent, and vehicles 20 or 25 per cent. l 

If buildings are acquired for scientific and technical: 
purposes a 50 per cent depreciation allowance is given Im 
the first year, with the normal rate in later years. There are ` 
also accelerated rates for real property investment in 
certain areas. Declining balance basis is permitted, except 
for buildings, second-hand assets, and assets with a life of ` 
less than three years. 


Deductible expenses 


Payment of excessive salaries is not allowed as a tax deduc- 
tion but a management charge by a foreign parent is 
allowed if it is reasonable. Interest paid is allowed, up to 
a maximum of 2 per cent above the Bank of France rate, 
except on loans by shareholders, unless all capital sub- 
scriptions have been paid, or on loans from a foreign parent 
in excess of the company’s capital. 

Specific provisions for bad debts, asset depletion and 
employee participation in profits are not taxed. They are ` 
also tax-free if they are generally for the extra cost of 
replacing stocks (but this is very restricted since 1959) and 
for revaluation of fixed assets. 


Loss relief 
Tax losses from trading can only be carried forward for ` 
five years; nor can they be transferred from one type of ` 
entity to another without the Finance Ministry’s specific. 
permission. 


Withholding taxes 
Withholding tax on dividends paid to a UK resident is- 
15 per cent; but if a UK company owns at least 10 per cent ` 
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of the French company’s voting control and has held 
control for at least a year, only 5 per cent tax is withheld. 
‘Twenty-five per cent is withheld from the after-tax profits 
of the French business of a non-resident company, and 
10 per cent for a UK company with a French branch. This 
tax is, however, refunded if the company can show that 
dividends paid are less than its business profits from 
France, or that its profits are distributed to French 
residents. 

Tax of 10 per cent is withheld from interest paid to a 
UK resident, and value added tax of 23 per cent is levied 
on interest other than bond or bank interest. There is a 
1g°2 per cent withholding tax on the payment of royalties 
to a non-resident, but if paid to a UK resident there is no 
withholding. Value added tax of 23 per cent is charged 
unless the royalties are paid to the inventor of the process. 


Local taxes 


There is a local business licence tax, which consists of a 
fixed and a variable element. The variable element depends 
upon such matters as the nature and size of the business 
and number of employees; the fixed part varies with localities. 

Registration taxes are imposed on certain transactions 
and on the registration of specific documents. There is 
also a payroll tax on gross wages and salaries of businesses 
which are not subject to value added tax. The rates for this 
vary from 4:25 to 13-6 per cent. 


Profit sharing and social security 


Companies with more than 100 employees must introdù 

a profit-sharing scheme for them. There are also complex 
provisions for contributions by employers for their staff’ 
social security and pension rights. Such contributions can 
run as high as from 30 to 50 per cent of total wages paid 


Value added tax 

Value added tax is levied on all sales and services, including 
imports from countries within EEC. The normal rate is 
23 per cent, but the rate for energy sources is 17-6 per cent 
for food 7-5 per cent and for luxuries 33°33 per cent. Also 
a tax of 17°6 per cent is levied on certain activities o 
banking and financial bodies by reference to. their gross 
income, apart from interest. 


Incentives 

Government incentives include industrial development 
grants for companies who locate in designated. únder- 
developed areas. There are also government loans available 
at low interest rates for investment under certain approved 
plans. 

An amount equal to the sum set aside for the employees 
profit-sharing scheme each year can be put to'a ‘provisi 
for investments’. If the amount of this provision is put in 
new fixed assets in the year, it qualifies as a deduction. from 
the company’s taxable income. 


Reflections on Being Fired 


O it has happened; there is an interview with your 
superior, and you are out ~ without a job. 

This, in retrospect, is the essence of what has taken place. 
Sometimes there is no interview. You may be away on 
business or holiday, and receive a letter on your return 
stating that your services are no longer required, and that 
you can collect any personal effects by arrangement with 
the management. This is a brutal method, denoting 
management cowardice — particularly where no previous 
warning is given — but it all comes to the same thing; you 
have no job. 

At first, there seems some point in arguing to justify 
yourself, even to get annoyed and angry at the injustice of 
it all. You will probably feel like it, as you have exerted 
every effort to do your job properly. If you are an account- 
ant in industry, you may have reorganized your department 
‘to produce more accurate information at less cost, and this 
is all the thanks you get- your cards. The instinctive 
reaction is to go down with guns blazing and colours 
flying — but nevertheless you are still without a job. It may 
perhaps be better on hearing the news to give a dignified 
grunt, ask curtly how much you will receive (this is a 
‘point worth arguing about, and you may need legal advice 
on the subject), and make a polite, unhurried exit. You will 


Could it Happen to You? 
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not be re-employed whatever you say, so there is no point 
in a long and protracted argument. 

When you have recovered from the shock, you have to tell. 
the news to your nearest and dearest, and ~ which can be 
worse ~ to such of your friends and relations as need to 
know. Then there is the miserable business of interviews 
with the Department of Employment, even though they ` 
are normally efficient and sympathetic. Finally, you musi 
explain your presence to potential new employers. 


Sensing the atmosphere 


Where there is no warning, you may have sensed, if you 
have kept your eyes and ears open, that your superio 
have lost interest in you. Your views are no longer sought. 
management avoid you, and there are odd silences wh 
you approach them. There may be a stream of strange fac 
in management offices and, if you are inquisitive, you ar 
met with a blank ‘I don’t know what is going on’. 
Considerate employers, who are concerned -abo 
employees’ welfare, may take an employee aside and t 
him that his work is not satisfactory and that, unles 
improves within a specified period, they will have to ter- 
minate his appointment; alternatively that business is slack, ` 
that overheads have to be pruned, and that they will havi 





to ask him to leave unless business improves — with or 
without compensation for loss of office. 
Once an employee has been so warned, it is probably 
better to treat the warning as a delayed dismissal. If you 
have put up a black mark as far as management is con- 
cerned, it may be very difficult for management to erase 
that mark. They may tolerate you, but it is unlikely that 
you will receive any worth-while bonuses, increases in 
_. salary or promotion. The best course is to look for another 
` job before it becomes a matter of urgent necessity ` you may 
` ` even be so fortunate as to synchronize your new appoint- 
ment with a redundancy or dismissal payment from the old. 
All this must have happened in industry to so many from 
top management downwards, but particularly to account- 
ants. There must be many who should now say, ‘there, but 
for the grace of God, go I’. Even well-established manage- 
ment in medium-sized companies may be vulnerable from 
take-over bids, or changes in top management which will 
affect the prospects of management at all levels. 





Selling oneself 


There are many actions which the accountant in industry 
~ may take when he finds himself out of a job. He can leave 
accountancy altogether, and take a shop or smallholding, 
or some other activity. He may remain in industry, or 
return to public practice if he is suitably qualified. Alter- 
natively he may attempt to enter one of the nationalized 
industries, government branches or quasi-government 
: bodies. Accountancy vacancies are advertised in the 
national daily, weekly and Sunday newspapers, in addition 
to the professional press; or he may apply to a suitable 
employment agency. He may have attended conferences, 
_ courses, and local and national accountancy meetings, and 
made himself well known — particularly if he is able to 
lecture or write articles. When the time comes he is able 
¿to advertise himself, to those he has met, as available for 
appointment. 

Normally, however, the most fruitful sources of employ- 

“ment are through public advertising and employment 
agencies. The latter, though generally efficient, may seem to 
` favour the younger applicant who is more easily placed. 
_ There are many agencies and they all require application 
_ forms and interviews; the applicant will find that, if he is 
„really conscientious and answers all advertisements, he has 
a full-time job, if unpaid. 
_. Advertisements vary from the glowing job description, 
_ the semi-humorous, to the completely uninformative type 
` of advertisement. Application to the company concerned, 
op to a box number or consultant, yields perhaps a one in 
ten chance of an interview, or rather less than a 50—50 
chance of an acknowledgement. 

It seems remarkable that so many advertisers should be 
_». indifferent to prospective employees; perhaps it is an 
indication of the poor standard of British management in 
engaging executives. If secrecy is required, the acknowledge- 
ment need say no more than that ‘The advertiser under 
box number . . regrets’. Even companies and practising 
accountants named in the advertisement fail to acknowledge 
applications. There are cases where applicants, even after 
interviews and almost having promise of the job, have heard 
no more. i 

Further, although advertisements request full details of 























qualifications. and experience, many applicants receive ` 


detailed forms of application as a first response to their 
letters. Surely, prospective employers would find it better 
to send to all applicants a simply designed application 
form; all particulars would then be in standard form, and 
make selection and interviewing easier. Secrecy may still 
be maintained as the application form need not state the 
company and the address may be a box number. If the 
company has a written job specification — which is by no 
means the general experience —let it be posted with the 
application form. 

Where there is no form to complete, the applicant has 
three alternative methods of application. He can write (or 
type, if he cannot write neatly and legibly) a letter giving 
full details of experience; or a fairly short letter of appli- 
cation together with a copy of standard details of experi- 
ence attached; or he may write or type on one sheet of 
paper all relevant details necessary for the application, The- 
one snag about standard details is that job requirements. 
vary, and it may be advisable to emphasize experience which: 
appears particularly relevant to the advertised vacancy. 
A short tabulated application should be more readable by — 
and therefore more acceptable to~the prospective em- 
ployer, than a long, rambling letter. 

If the applicant is the lucky one out of ten, he may be 
asked to attend an interview. There is nothing, apart from ` 
a smart appearance (first impressions are often lasting) that. 
the applicant can do to prepare for an interview, and the ` 
latter may be long or short depending how he impresses ` 
the interviewer or interviewing board. A long interview 
may indicate interest; but even if the job appears to bein ` 
the bag after two, or perhaps three interviews, the applicant ` 
may receive a regret letter. 


Industry or practice 


The accountant who has worked in industry for some time. 
may prefer to work in public practice, despite the apparent 
lower salary offered. It would appear that the practising 
accountant does not go out of his way to welcome in- 
dustrial accountants back to the fold; there is little of the: 
olive branch or carrot to induce him to return, despite the 
complaint of the loss of trained men to industry. Salaries 
in practice are now more attractive to younger accountants, 
but offer little incentive to the industrial accountant with 
his extensive experience of industrial procedures and 
practices. It might advantageously be part of the training 
of a practising accountant to spend some time in full-time 
employment in industry, and it is hoped that practising 
accountants will attempt to recruit more industrial ac- 
countants to strengthen their management teams. 

Other openings available to accountants are as salesmen 
with computer or accounting machine manufacturers, but 
these vacancies are normally only open to certain age 
groups. The government appear to be taking an interest in 
engaging more qualified accountants and their salary ranges 
have improved, but a permanent, pensionable post is only ` 
open to younger accountants. 

The time-lapse between termination of one job and 
obtaining employment in another may vary considerably, . 
dependent on the age of the applicant and how selective 
he feels able to be. It may well be a matter of from three 
to six months. 
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Welfare Single Premium Bonds: 


As our Taxation Expert states “How If you would like details of Welfare. 
many investments are there in the UK Single Premium Bonds just: send off the ; 
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18,000 limbless Ex-Service men depend on the British 
Limbless Ex-Service Men’s Association. i 
BLESMA is not aided by the State. But we urgently need 
money to help these veterans conquer their handicap. 
And to equip and maintain homes in which they convalesce 
and are given care and comfort in their old age. 

This is where you can help. A word from you to your 
client might give hope and encouragement to those who 
gave so much for their country. A legacy would mean a 
lot to them. 

Donations and information: 


| 
l 
38/40 FEATHERSTONE STREET | Major the Earl of Ancaster, K.C.V.O., T.D., Midland ` 


inclusive 





LONDON EC1 Bank Limited, 60 West Smithfield, London ECIA | 
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Cheshire & Fifoot’s Law of Contract 


Eighth edition by G. C. Cuesuire, C. H. S. Firoor and 
"M P. Furmston. 


Butterworth, £5-40, paperback £3-60. 


First published in 1945 in an attempt to meet the shortcomings 
of earlier works by Anson and Pollock, Cheshire & Fifoot’s 
Law of Contract has now attained to its eighth edition, with the 
addition of Mr M. P. Furmston, T.D., B.c.L., M.A., to the original 
“authors ~ still, at the date of publication, happily with us. 

As a comprehensive work by three distinguished academic 
jawyers, it appears to us to be addressed more to students — if 
not, indeed, also to practitioners — of the law than to accountants. 
Certainly, to assimilate its 657 text pages, reinforced by an 
80-page table of cases, goes beyond what is necessary to meet 
the examination requirements of any recognized body of 
accountants; and the historical introduction, though not without 
interest, is heavily salted with footnotes, Year Book references 
and medieval Latin. Students of jurisprudence may profit from 
the learned authors’ rationale of the shadowy area of quasi- 
contract ~ accounts stated, money had and received, unjust 
enrichment, quantum meruit, ‘contracts of record’, the supply of 
necessities and the rest — but it seems reasonable to assume that 

- not a few readers of The Accountant would be content to accept 
the situation de facto without debating the rival attractions of 
indebitatus assumpsit and trespass, or whether it be desirable, 
necessary or even practicable (pace Lord Sumner in 1914) to 
carve out a third category of common law actions in the border- 
Jand between contract and tort. 

These parochial and possibly ungenerous observations apart, 
it must be said without qualification that the present text amply 
maintains the high standard set by earlier editions in its 
scholarly and detailed approach to a vital area (in both senses) 
of the English legal system, and can be recommended as standard 
reading to all who require an acquaintance with more than the 
ground rules of the subject - and as a reference volume for 
those who do not. Changes introduced in the eighth edition 
include re-writing of the chapters on misrepresentation, 
illegality and discharge by breach, together with the introduction 
of updated case and statute references to provide an authoritative 

` statement of the law as at January rst, 1972. 


Accounting Concepts — Readings 
_edited by C. J. Grsson, G. G. Merepiru and R. PETERSON, 
Cassell Australia Ltd, paperback, $5-75. 


According to the preface, this book is intended primarily for all 
students of management with a special interest in financial 
information, who are pursuing a formal course of study in 
preparation for a career in accountancy or some closely related 
area in finance or management. It is doubtful whether such 
students would find time to read this book. There is also some 
“question as to how far they would benefit if they did. 

The book is a collection of essays, uneven in quality. “The 


Development of Accounting’ has much to recommend _ 
though it is doubtful whether, as the author Mr L: Goldber, 
asserts, legal decisions and accounting directives were, or are 
based on best practice. There is also a suggestion, borne out H 
other essays, that the accountant in making his report 
designing his accounts, owes a duty to the investing public 
This would seem to put published accounts into the catego: 
of racing form books, and does little to improve the capitalis 
image. : 
Again on this theme, in an essay on accounting theory, M 
Barton states that ‘it is vital that our limited financial resources 
are invested in the most profitable companies and industries 
Surely it is of greater importance that limited resources shoul 
be shared among the most deserving causes, and those are no 
necessarily the most profitable. 
There is a very interesting essay on “The distinction betwee 
ordinary and non-ordinary gains and losses’, by H. E. Arn 
where he seems to imply that there is no such thing as ext 
ordinary expenditure in any one year — though he is slightly 
vague as to the treatment of prior year adjustments. 
In ‘Accounting for Intangibles’, Mr W. Wolfe states that it 
is in order to write off intangible assets direct to reserves. The 
use of reserves as subsidiary profit and loss accounts is a tendency 
which this reviewer finds disturbing. RW 


Fundamentals of Accounting 
by Joun KELLOCK, C.A. 


(Three volumes — Fundamentals and Preparation of Accounts, 
£2-90; limp iso: Partnership and other Special Accounts, 
£325; limp £175; and Company Accounts, £3-25; limp £175 
William Heinemann Ltd, London. 


Students have a wide choice of ‘primers’ in accounting. T 
can perhaps be both fortunate and unfortunate for them 
because while a variety should permit a choice to be made, 
this choice cannot in fact be taken unless the student know 
the respective merits of works available. It is easy to say that 
there is always room for new books, but there is no need for a 
new series if the old ones are adequate and up to date. oe 

Having thus pontificated, it can immediately be said that 
these three particular books are exceptionally clear and helpfu 
Mr Kellock is an experienced lecturer and his books demon- 
strate that he knows just what his students need. They a 
practical rather than philosophic textbooks, and many of us 
have felt the absence of the practical in much that has been 
written for students in recent years. 

It is anticipated that this series will find a ready response 
and that tutors will be glad to recommend them. Their tith 
indicate the scope of each volume and the printing e pa 
ticularly clear for this type of book. There are suggested solutions 
to specimen questions as well as a well-chosen selection of 
other questions, and each book has its own index. 





Interim Financial Reporting 


by James EDWARDS, PH.D., C.P.A., GERALDINE 
PH.D., C.P.A., and THomMas HEDGES, D.B.A. 


National Association of Accountants, $11.50. 


At a time when the Accounting Standards Steering Committ 

in the UK is endeavouring to limit the segregation of unusual 
items in company accounts to matters outside the norm 
activities of companies, and so exclude as ‘extraordinary’ th 
items which in fact distort appreciation of the results as a gui 

to the future, it is refreshing to find the American Nation 
Association of Accountants calling, in one of the recommenda 
tions in this research study, for fuller information on. revenue 
sources, cost allocations, behaviour patterns and unusualor 
non-recurring items. In this respect the recommendation also _ 


DOMINIAK, 





S “varies s from APB Opinion No. D T seems to have influenced 
< the ASSC opinion. ` ` 

— -~ Many observers have always suspected that annual accounts 
are not necessarily the best way of reporting progress and that 
` some businesses ought to report annually a three-year (or longer) 
cumulative period. Similarly a moving annual total in interim 
reporting can assist, Investment analysts in the USA do of 
course fare rather better than those in the UK in the amount 
of information directed. specifically towards them. 

Certainly the authors of this case study are unanimous in 
_ asking that management should include their observations as 
o the interpretations of all interim reports, that the annual 
accounts should in effect reconcile the four quarterly reports 
«issued to members, that reports should be prompt and regular, 
accompanied by disclosure of accounting methods and should 
contain funds movement statements. 

"bt is indeed time the funds statement was a necessary state- 
ment in all reports in all countries. This is a book for all of us. 











































Business Russian — a reference textbook 
by SIEGFRIED Kons, 
‘Pitman, £150. 

The author of this book has also published a Russian vocabulary 
~~ unfortunately for English readers, only in German. English 
` businessmen will therefore need some knowledge of the Russian 
language before using this book. 
` Nevertheless, a short glossary of principal phrases may be 
found in the first and subsequent chapters and each chapter 
has easily-followed rules on the method of conducting business 
negotiations. Although most English business is probably done 
with a government agency and in English, business letters in 

ussian may be required of some of us, and the illustrations 
range from the simplest form of commercial letter to the form 
of the contract and the bill of lading. 

The examples are clear and the exercises appropriate and 
up to date. There is a key to the exercises and a note of the 
regulations and conditions of the CMEA, Council for Mutual 
Economic Assistance. 1958. 

<-> Purchasers of the book may well be induced to enlarge their 
“studies of the language into other areas to their personal benefit. 





Accounting for Managerial Analysis 
by James M. FREMGEN, D.B.A., C.P.A. 
Richard D. Irwin Inc., Homewood, Illinois. $11.95. 


This is a revised edition of a book first published in 1966 under 
the title of Managerial Cost Analysts. The author is Professor of 
Accounting at the Naval Postgraduate School in the U.S.A. 
The book has been expanded to cover management’s need for 
financial information far beyond cost data and analysis. 

‘The main theme of the book is the usefulness to management 
of a variety of data and analysis in planning, control and decision 
making. Part I covers costing (concepts, classifications, the 
accounting cycle and inventories); Part II deals with planning 
< and control (standards, budgets, profit planning and resource 
_ planning); Part III discusses decision making (the analysis of 
financial data in specific decision-making situations, the cost/ 
"— -volume/profit relationships, capital budgeting and effective 
| © reports to management. 

> A number of chapters conclude with several questions for 
` discussion and in some cases with specific problems illustrating 
_ key points in the text that require readers to evaluate a situation 
or to criticize an analysis that has already been prepared. 

The author claims that the distinction between planning 
sand control on the one hand and decision-making on the other 
"Je not a clear one, as both planning and control involve making 
decisions. Consequently the distinctions in the text are largely 








between: logical 4 blocks of wibien n matter K Sather 3 han betwee: 
“= separate management functions. The book, therefore, is of more 


use to students (there is a suggested course outline over 42 
sessions) than to those meed i in the eg field as ac- 


countants or managers. 


Introducing the Man Nobody Knows 
by Ernest HARRISON, EAN S T E 
From the author, 23 ‘Northfield Road, ‘Dewsbury, Yorks. 
85pp. (paperback, 3op). 
Mr Ernest Harrison, a chartered accountant and for many 
years a Methodist lay preacher, has tried in this little book to 
distil something of a lifetime’s fascination with ‘the Man nobody 
knows’ ~ ‘Jesus, Who is also called Christ’. An unusual book 
for The Accountant to notice? Only if we find it irrelevant when 
one of our professional brethren for a moment permits us to 
glimpse something of the deepest motivation of his own life. 
The task is performed with a delightful simplicity. There isa 
minimum of comment and the maximum of apt quotation from 
the words of Jesus Himself ~ in the simple yet dignified trans- 
lation of Dr Weymouth, which is so unjustly eclipsed toda by a 
more recent versions. To these are added apt quotations, in 
prose and verse, from a considerable range of modern writers. © | 
The effect of the 27 progressive sections into which the book 
is divided is to bring out a vivid and realistic impression of the 
humanity and personality of our Lord: a task of love, excellently 
accomplished, which all will read with profit, many with a 
re-invigorated spirituality, and none with embarrassment. 
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NANCE AND COMMERCE ` 








Ladbrokes and the Leisure Indust ` 


EISURE, fortunately, is different things to different people, 

and the leisure industry is different things to different 
companies. Ladbroke Group, whose 1971~72 accounts form 
this week’s reprint, is, according to Mr Cyril Stein, ‘now very 
much a force in the leisure industry’ and the aim is to build 
on the structure established. 

Group strategy is to inter-relate the sections of the industry 
in which Ladbrokes operate — betting, gambling, hotels and 
holiday centres. As Mr Stein puts it: ‘Our bingo club members 
are booking their vacations at our holiday centres. Credit 
betting clients are joining our casino clubs and they are being 
offered “preferred patron” status at our hotels. There are bingo 
and betting operations at our holiday centres: Malta holidays 
are being given as. prizes in our bingo clubs; racing information 
services are being provided in our casinos.’ 

Now to some people the mere thought of going to a bingo 
club and while there fixing up a stay at a ‘Holiday Centre’ and 
then on holiday using the Centre’s betting shop may seem 
appalling. But there is undoubtedly a market for it all and there 
is no doubt, either, that the market is growing. It is not only 
growing but it is also being ‘traded up’. 

Mr Stein comments that the Ladbroke group is progressing 
fast but is ‘only really at the beginning of our road. The oppor- 
tunities are there and we intend to make the most of them’. 


Acquisitions 

When Ladbroke first came to the stock-market, the company 
was virtually entirely a cash and credit bookmaking operation; 
now it is operated in six divisions. Note 2 to the accounts shows 
that betting still dominates both turnover and profit, but it will 
also be appreciated that three of the sectors under which turn- 
over and profits are analysed were new to the group during the 
past year. 

They came through a series of acquisitions and investments. 
Arbiter & Weston was acquired for £478,893 in cash, £217,429 
in loans and the issue of 921,463 Ladbroke shares, and the 
company now forms the basis of Ladbroke’s bingo division. The 
Caister Group was acquired through the issue of 1,626,952 
Ladbroke shares and £3,066,804 of 8 per cent loan stock 1990-92 
and is now being regrouped to form a separate holiday division 
and a motor division. 

For £376,001 cash a 50-0002 per cent holding (250,001 out 
of 500,000 shares) was bought in London & Leeds Investments 
which is to form a property investment and dealing division. 
Not shown in the turnover and profit breakdown is the potential 

cof the UK hotels operation through English & Overseas Hotels. 

This division’s major hotels at Leeds, Bristol and Teesside are 
due to be opened next spring. Currently, the hotel division 
consists of Cesar’s Hotel at Wakefield and the Dragonara 
Hoteli in Malta. 


Potential growth 

While major acquisitions were being made in the past year 
¿taking the group into different aspects of the leisure industry, 
growth of the original betting business was not being ignored. 
Acquisition of two betting shop businesses covering 24 shops 


entailed the issue of 148,471 Ladbroke shares, while a further ` 


“105 offices were acquired for cash. During the current year the 
"ag group, Sperating 135 shops, has been bought for £2 


million. The Ladbroke group as a whole is. now operating 
1,000 betting shops. 

On the new Bingo Social Club side the chairman: reports 
oil refinery-style terms with seven additional centres hav 
‘come on stream’. This division is considered to offer ‘enorm 
scope for organic and acquisitional growth’. Similarly, the new 
Caister Group is also due for growth. Some ran are or are 
planned to be sold off — four small hotels and also the motor 
division which does not fit in with Ladbroke’s idea of leisure 

Caister Group, besides operating two of the largest se 
catering chalet centres in the UK, operates the biggest fleet of 
hire boats on the Norfolk Broads. On the holiday centre side, 
Ladbrokes are spending close to £1 million this winter 
building additional chalets and adding to services and facilities. 


Property : 
The most interesting development is the link with London & 
Leeds Investments which was formed last February by a merger 
of Ladbroke’s property interests with those of Techno Ltd, of 
Leeds. At the time of the merger, Mr Stein explains, Techno. 
owned freehold properties and sites mainly in the Leeds area. 
All completed industrial and commercial investments are fully 
let and remaining sites are now being developed. 

Ladbroke’s projects introduced to the company were a 
36,000 sq. ft office block in Bristol next to the company’s hote 
being built there, and a 28,000 sq. ft office block in Birmingham, 
London and Leeds’ first major acquisition was the former 26+ 
acre Royal Engineers Depot at Swindon, which is being de- 
veloped as an industrial-cum-warehouse estate with lettable 
space of 570,000 sq. ft - with development due for completior 
in 1974. 

Developments in Nottingham and London are in the plan- 
ning stage, but the jewel in the property crown is a possible 
400,000 sq. ft office block complex development in Brussels, 
with The National Westminster Pension Fund associated in the 
project. 

The current Ladbroke accounting period is to run. for 18 
months to the end of 1973. The problem of preparing account 
during the summer season have intensified with the acquisitior 
of the Caister group. To keep shareholders informed, six mon 
figures to December 1972 will be issued on February 7th a 
twelve months’ figures to June 1973 will be issued next $ 
tember 12th. What Ladbrokes will own by then is best le 
the imagination. 


Pontin’s Growth 


NOTHER aspect of the leisure industry and the mul 

million pound business it has become is provided in t 
latest accounts of the Pentin’s company. Mr Fred Pontin. 
his latest report says that during the year to last April, £3,416,035 
was spent on new construction and improvements, extension 
and furnishings to existing properties, bringing total expenditu 
during the past eight years since the company last issued any 
ordinary shares (other than by way of conversion), to 
£18,473,261. The Pontin’s group now operates 13 catering 
holiday camps, and nine self-catering holiday villages in. the 
UK, whilst overseas there is a chalet hotel in Jersey, hotels. 





_ in Sardinia, Majorca and Torremolinos and a holiday village 
" at Cala Mesquida, Majorca. 

Since 1963 Pontin’s fixed assets have increased from 
£8,257,928 to £27,649,855, with trading profit rising over the 
same period from £649,252 to £2,742,240. Pontin’s are con- 
sidering the development of two further self-catering holiday 
villages in the UK but these will probably not be available for 
Operation until 1975. 































Research and Development 


TD was the vogue a while back to accuse British industry of 
not spending enough on research and development. It is now 
fairly well accepted that major British industrial groups do their 
-~ share of R and D and a reminder comes in the Joseph Lucas 
(Industries) report in which shareholders are told the group 
‘continues to employ 1,100 professional engineers and scientists 
on this work. The total cost of research and development in 
the past year amounted to approximately. {12-5 million. 
-Sir Kenneth Corley, chairman and chief executive, tells 
shareholders of considerable work continuing in the application 
f electronics to group products particularly in relation to 
aircraft fuel system controls, brake systems, ignition, voltage 
regulators and new devices for the control of pollution by ex- 
haust gases. New techniques of metal forming and joining and 
be development of high strength silicon nitride and similar 
materials which appear to be extremely promising where high 
emperature, high strength ceramics are required are other 
main R and D points. 
` Lucas is also naturally concerned with the field of electric 
opulsion for cars, as well as with the necessary control gear 
nd the specialized batteries involved. Similarly, as leaders in 
the field of gas turbine fuel and control systems and gas turbine 
tarters, the company has vehicle developments in that direction 
nm mind. Further than that, Lucas are keeping in close touch 
vith developments in connection with the Wankel engine ‘with 
vie to making an appropriate contribution as and when this 
evelopment reaches the market’. 





‘Down to Earth 


T is strange how words evoke mind’s eye views. Staffordshire 
[Potteries are two words surely suggesting plain, straight- 
forward, honest-to-goodness crockery ~ to use the word of 
non-pottery people. And so it proves to be. In the report of 
Staffordshire Potteries (Holdings), however, the chairman, Mr 
Ambrose Harding, F.c.A., comments on a fall of as much as 
£152,555 to only £17,5 552 in net attributable earnings in the 
year to last June. 

~The severe setback came after a period of growth and Mr 
Harding writes that it had been obvious to him that the group 
would have difficulty in maintaining the past rate of profit 
growth indefinitely because ‘the products of the group were 
mainly tea sets and mugs which had too limited a market for the 
‘required increase in turnover’. 

The board, he reports, ‘wisely decided to diversify into 
dinnerware’, which to the uninitiated may not seem any vast 
change ~ from tea plates to dinner plates does not seem much 
_ cof a move. But the change, in fact, is considerable. Some 
20 per cent of production capacity has been converted, refitted 
and extended for the manufacture of dinnerware. Teething 

troubles with the new product resulted in losses of some 
£200,000 and inevitably the troubles proved longer and more 
— -expensive than the worst estimates. The miners’ strike cost 
_ another £60,000 and delayed the dinnerware project. 
_. But all is far from lost. Sales last year topped the £3 million 
2 mark for the first time and signs are that demand for Kilncraft 
< Tableware will not be met from existing resources. Additional 
production and warehouse space is planned. 








LADBROKE GROUP LIMITED 


CONSOLIDATED BALANCE SHEET 


At 27th June, 1972 
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SHAREHOLDERS FUNDS 
MINORITY INTERESTS 


LOAN CAPITAL ` 


Long term 1982-1992 ` 
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3,798 


b Directors 


C. Stein 


£: W. MacAdie 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 


For the year ended 27th June, 1972 


NOTE 


“TURNOVER 


2-3 


PROFIT BEFORE TAXATION 


TAXATION 


3,963 


4,309 


1,563 


2,654 


PROFIT. AFTER TAXATION 


‘MINORITY INTERESTS 
PRE-ACQUISITION. PROFIT 











2,434 
238 











TAX EQUALISATION 


2196 


PROFIT. AVAILABLE FOR DISTRIBUTION 
PROFIT ON SALE OF SHARES after 


123 


35 


taxation of £23,000; 1971 £82,000 


1,528 





2.231 





DIVIDENDS: 








PROFIT RETAINED BY: 


438 
847 


Holding: company 


Subsidiaries 





1,285 


"EARNINGS PER 10p SHARE 
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S The complete and considered Reference 
` Work on VAT for Professional Use 


Encyclopedia of 
Value Added Tax 


l Loose-leaf 







Consulting Editor: 
"G. S. A WHEATCROFT 
General Editor: 

: JOHN AVERY JONES 


Over a million businesses must register before 
the end of January 1973 (firms with the initial 
letters A-C during October 1972; D-J, 
` ` November 1972; K-O, December 1972; and 
R-Z, January 1973). Their VAT systems and 
paperwork must be in order, and lawyers and 
accountants are being called upon to advise. 


VAT has attracted a flood of publications of 
varying utility. Most attempted to be short 
guides without reference material ` some were 
written at Bill stage ; others perhaps have been 
hurried before all the vital Statutory Instruments 
were available for complete consideration, 
annotation and full integration: even at this 
stage in December 1972 there are still various 
orders and notices to come. It must surely be 
preferable to deal with all these as a 
coherent whole. 


Sweet & Maxwell Ltd, with W. Green & Son 
Ltd, who together are experienced in both 
taxation and loose-leaf reference books, con- 
sider that the professional man and business 
man need a work which contains all the 
relevant legislative material (Acts and Statu- 
tory Instruments), constantly brought up to 
date, the latest Tribunal and Court cases, 
material from relevant European sources, 
Customs and Excise notices, etc. and work 
has been proceeding to produce such a 
reference book that, in all senses of the word, 
may rightly be called an ENCYCLOPEDIA. 


The ENCYCLOPEDIA OF VALUE 
ADDED TAX will be published shortly, at 
£10 net, plus 55p postage, and this in- 
cludes all service releases (at least three 
per annum) up to the end of 1973. 


Sweet & Maxwell — W. Green & Son 


Mail orders to: North Way, Andover, Hants 


Bookshop: 
116 Chancery Lane, London WC2A 1PP 






































NEW PENSIONS LEGISLATION... ` 


Callin 
the experts 






















GRE are one of the largest Life 
Offices in the UK. We set a lead in the ` 
introduction of new pension policies to- 
meet the changes required by the 1970 
Finance Act. We are ready to meet the 
challenge of the new Social Security Bill 
We can give you the highly expert advice 
that you must have in deciding what to 
do for your employees. Let us help 
you = now. 




















e Flexible contracts second to none. 













e Protection against inflation. 


e Managed Fund where an equity 
investment service is needed. 


e Highly qualified pensions consultants ` 
located throughout the UK. 















Write now to the 
Sales Manager (Pensions) 





















Employers and employees 
get a good deal from 


Guardian S 
Royal Exchange 


Assurance Group 
Royal Exchange, London EC3P 3DN ` 























Abig bonus for your 
self-employed clients! 


_ ‘TimeAssurance double the vesting bonus on their 


Personal Pension Bonds. 


Time Assurance Society announce an increase 

in bonus on their Personal Pension Bonds. 

As a result of the latest actuarial valuation, the 
vesting bonus is increased from £1 % per annum to 
£2% per annum of the basic pension. This means that 

in projecting the estimated total pension at pension 
-age we can now add a total of 5% to the basic pension 
for each year up to pension age (interim bonus of 3% 
` per annum plus vesting bonus of 2% per annum). The 
interim bonus also continues to be added after the 
pension has commenced. 


Amount of pension (to nearest £) for men retiring at 65 

paying a premium of £100 a year from different ages of 

entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2% per annum. 





Increasing annually 
br interim bonus | Cash option at 


Pension at 85 : 
pension age 


additions to produce a 
Total Pension of: 





Adjusted 
Tax-Free Total 
Cash Sum | Pension 
at age 65 


£ 
3247 
2316 
1622 
1108 
744, 
684 
628 
576 
527 
460 
437 
396 
358 


Basic 65 with 
Pension | estimated 
bonus 


At age 70| At age 75 
birthday 




















if you select.age 69 as your retirament age then the figure shown in column 3 is 
the pension which wili commence on your 65th birthday. Columns 4 and § show 
the effect of hanus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
| at present rates, if you choose to commute part of your normal pension for cash. 














Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service. 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 


all ages. 
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į 10: TIME ASSURANCE SOCIETY 


56 Moorgate, London, EC2. Tel. 01-628. 7546/7. 


Manchester Office: 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299, 061-624 9955. 


Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-225 7799. 


Please register me/us-as Agent(s) of Time Assurance Society, 
and send a supply of Pension Bond literature. 


i 
l 
l 
I 
i 
l 
l TA/DEC 7 
l 
l 
l 
l 
j 
| 


= 


NAME eren 


BLOCK CAPITALS, PLEASE 
ADDRESS os ssnsssssseaneaneenninanoynesientranes nada 













DATE ESTABLISHED nuon NEE 


NAME OF BANKERS, EE 


ADDRESS 


iy TIME ASSURANCE Fei. 


"en RE E RR IT EE ATEN MS FR DC DERSE ANN GE A SR ER ROE CC 








A) 
D? ess 





KA SCH 
54039344P NO 





~ Gezei pied iseySty oyy Bujeq) eem Med: out 
"Se I "ën sojaejes pue soad 


SHIBUINJOWS INO soyaga EAE Sa es 
Sot AduLijnsu0t} uias "3 
SAIL 
wop3uy paun 
səaj 


syUaUINpolWws 5407294: (P) 
` “Q00'9SEF Let oO O7 BuUNOWE E761 : ` 
toie aspe 02 poled Ada] au jo suardenb-aaayy Zututgue/ 942 JO) apeu: uaəq sey uotstaodd ou AyZupaoazy OLE ee e ` É g NOHLYXYL O3HM322O 
—Eiet Aew SEE 09. ponad Äaat oyt jo JaauRNb-oue pue Zep ‘Dde LE oi portad kaaj ayi jo SsaqsENb En 3 ` 
e@9sY2 S@sludwWoD nuno asou? ut əfaeya ayj SYJON Sala) SHOLAENId oui JO SIMSI au uo paseg st Ser Lt ee "Tell NYO? 
SANNI SYSOTIOHRYVHS 






"PUE youepy aspe OF sung agak Aad] Su pieog Ard] Sundag s2eyES10}4 942 oi Fujovsessoy vo stag Zupdaog 
AsBIPISGNS Yoea Aq ajqudrd et ‘sIyOsd PUL 4OAOUINI UO Sores BulAseA Ie payejndjed $f YIYM *AAd] Meet au LL gT 988 
Si, RIR seit) 
{p} s3uswinjows siomesig 
Seat PNY 











suroj Jaune best LIL Lo? WE wes SSAUSSau 
SIVÁ G UYM ajqedAedss sued] sto 1Ea/Aëu 3 i 
nan Stee spemauda ee Gase SOL 679 EL OINSS! TY Lidy? JUVHS 


uolsstupe put Zulwe uo sesequessed quswudsacs Hep] l A9 QAONVNId 


(>) kaaj Bung 
Knp Bumues pue Zumeg 
mBua (9) 
|2130U JOYS pue (je> UO 'Aavow 
SluswaIssauy paionb 
"uo ($8043) spuapiaip pue isasaszu] ms -l 
—: Bupa (2) 
daze poreas S! NOILYXVA IYO43A LldOYd £ OZEE S/KZL 


"Zpge Aq xes auojoq 
awyosd oun pue “pipe Aq. pƏSLIAIU! ‘suoiaesues dnos3-s0quy sapnpaxe yoiym ‘eed IYI JO JOAOUINI PYL 











Let 9 (ssou3) puaplarp (Eu 
(syauow g) saas 

(pat yund) Suteap pue ruawarsaaut KIIA gz tEL Home JUAN 
(ezen) ouse pue zuesnelsas Jao 

SanIAI2E Ginta IAIO PUL Sousen ‘OBUL 694 is saduvy? PINDE pue suojipaus 


Zun3ag uodnod pue HPI "VEH Ee a 





Doud APAOUIN, WOid daaousn j 
Léi Teh NOILVXVL 380439 LiIdOUd GNV YZAONUNL T 


“panoje asa saseys JWI au) Ie Busjns səd ILYS OI 93U919}94 Aq pazejndye> used sey Wuniwasd aueYys 
S Suorusinbag uo poenss; saseys (2) 
8 "Let 
taung yazz ue Bujna aBueysxe jo sores JYT Ie PAMPAUOD Vaq JAVY So;DUEIIND UB}as04 UY Faite pue sIəssy 806'E UWEEL 
: š $ej2Uasind Uraa (p) 
*pasijezides usaq eaey Buiuado OF JOjad souge? pue stane OF Zuieta/ S409 Ietugun 
quaudopsaap OUISLI PUE 1930h (2) 
p taseoj BYR JO oul ayy 49A0 porepoddap voa sary szuawaaoddw! Piouasrgat pue spjoyəsesj und 03 +9. keng LFL 
Sisi DL URYI SSB] SUM DIY? BIDYAA'SILDA DL ISA IYF JIAO SlUBWaAOIdUs! PjoYases| PUV ASL) IYI JO Sisi OF 
Se] au) a340 pareireudap usaq aAzYy Spjoyaseay Sadut pue spjoyss.4y uo paZueyo uaaq sey uonepaidəp ON — TNE 
uonensdaq (4) 
"(gl OF Sou sapun swa pƏpnjIur UIIG OSJE JALY S404) ttt zeg 
ssavek snotaaid ul se Kep aspe Je Pepnjoul usEq sey jeessny (eh 0, 230% 298) Ziel ‘SUNS YINE 03 SYIUOW asy? 
Su soj EN Jaye TYOId au JO UOMPPEL IYI YIM Ziel ‘YEW ISLE 18 Papnpoul usaq sey JIS) “feesuny pue EZ 99 
403S 40} dax Zep “BUNS YIT Fe SolUedWOD US Jo Siess Jou IYI SepN{r4u! JoaYs gid PIIWEPIHOSUOD ayy Hi 
; “qyoud uolysinboe-s2d se UëI20opap hq sesk Lt E å (od0'SS? Let 
Su 40} 3yosd ou Woj papnj>xe uəaq SAVY UOfHSMBIL OI A011d soLIEIPISqns JUVASA UE Aq pauses sayo4g 
"ZE AR ISLE on SyIUOW Zp_—]EESINYy {O00'SF ang 1946) SIUSWISOAT pront 
*(q) pus (e) £ 3200 ui VaM? sandy ays woaj papnp>xe 
usəq VARY seg oi əjqeanguywæ nunowy "ZZel aunt poe oi saaundy Paupngun Syzuow fasie SLISSV LNIYYND 
“Tob ‘UNL YIZZ OF SYIUOU p—skemanoy pue supiy 
"TLEL “PUNE IET OF SILO pel g uopuoy HEFE ISVZE 61 Sal vicisans 
"ie OURS YIZT 03 SYIUOW 44—(spe07 $ UOPUOT jo AseIpisqns gi party] ouyray 
AIS PSIVIS. SE JGIIXB PIPP HEYF OF Suen ZL 40} zung $50] 0007 0007 0007 0007 
ple wod pasepijosuos ay2 Up papnpur useg oaey. Let SUNT YILT IW PUMO SƏVIPISQNS (e yo sryosd ayy i 
“icep unf uer PUT Let OUNT ILT 94am SIUNOIIE PSII JOJ pasn soep puə seol ayy I itél Tét 
sagep 3ununowy (ei 
SatOO4 DNILNNODOV } PENON 


SLNNODOV JHL OL SALON 
oe = GAUWN danos aNOUsGVI 














Siayueg Ie USECH 
sajes UaWASBAU! WOI ang 


syuəwkedasd pue suo3gqeq 


` ` Siet oune ut av 
433HS 3ONVIVa ANVdWOD 



































E veer 



































Zemmer 










































































eer Boa esre (NELT ore’) are wu Siet ount peT aw 
ras 9S5 ne "IL OF od suornsinboe Bre 10S gti d CES zigo -gdek Bung peg ay 
Auedwoo jo padsəs ut Zug pue Zuse? op dojuti -uonenposdap. Sei 
ZO Stir ? tUORENJEA JO 3802 Ie sanpea yooq JaN 
2 ooz, 40420 oe āă — Ber s9 gez Siet unt ipt me 
Eapt 431989 en os Aen Hate SE 
weak Zutunp suchippy ret — — 9 Dei stesodsip jo y2e0dsau wy Baieuhumg 
s8 a8 Vet UNE et IV Le Ber LV EOS'Z 
SiaSse 19U JO —— oh 
Santa YOO 47 JO ssooxa ur səjjerpısgns Ul Sais Jo-3s03 a4? 19 1ed utag Aer — 194 b ere  Pépiag1d Junoury: 
2 NOILVANOSNOD NO THMGOOD Ti ert ae éS p pe saluzipisqns pauinbaë Soe 10 
‘000'00P'ZF JO sudyuRG- EM Aq saatde Eau? usaq sey dros? ayl = Hi L ; Lët ount uer e 
oe Get ; SG : q P i tefstiioes wueg (ei ; uopepeddag 
br MES f90'0k TELT aer WER HET Teoh Sung It me 
Lët Fi i d ` 
ESO Si DEE PLS CELT ZC Lk 6790 Käch) 
902. tara (poanoes (pued) sayespsono guef sb = di Dis ` ei (P) Siet ut ` vepenteh 
btk Zeert SaZseyd panse pue Soa Ka E Ss SS BELL Vë wi ` veongpfA 
Li LES np Buieg ie Si SS Zug SS, e Dës ul yore 
0007 0007F ` ge beer? l t 
Lët Zei SAILIMAYVIN LNIYNNO LL Hi = 2S otis Rei Beh ap sp uolenye, 
$e _ = 64 EJE B94} 03 Aod UONENJEA 
Sa OZE sajgepene ase neg pasipne : 128 payes sjassy Supussaudoy 
Sr Suipes pa kuga E A ` 
PU a dr eier SUL E90'OL TELT on nn ug Siet ‘Suny rt aY 
Ze Lët "Ze ut paresodsodur Aueduioa ejo 
peades aus banset ay jo ASS PA jeesuny Aq aseyrund by CH SSC bé 6 DL ët. syesadsip jo 21903 
fe: D "eagee paxij 03 Go 967 JO UOIIEIO}E ue sase Un (ei Laeu 335) SLECOL TELT LBTT b9r'8 Bei Et dÉ : 
tzek ‘BUNT YIN" papua aarsend ou Ant saasies jo Fuipes3 a ER Ei BEL og a uopinpiaey- 









































SYF GA BUSIE suos Ad does) Us sat ‘IyOud ayy (2) Š F $ 
pie: DÄ SCC Ste bid GC Voir Ia do 
2uezaidai GFLVAGMOSNOD LON SLISSY 0i asd ye sqUdWaAOsdIUL pur suenippy 
*O00'OS1F Let (0001847 38 Porewasa Lëetk _ ae" y sapiepisqns patnbor Apmou 
Maag sey ‘gép ‘AsenuEr asp UO ajqeked og Pina yaya ‘anp saunowe onus UONE? PIJP aut Jesi Ise] oL _ Go zs $ a : een SaQUuasayIP KN 
Vu B4OW HOO'9LF Zueg Oo00 LS? et Zurpuesino Buiurewias JuNOWE SL Ziel Ant eut OF PRPUAIxe uasg sey 409'E 40S 066 T8E't KI gi Lët RUPE det IV 
SUOIIDD{JOI Van JO} pamojje ponad 342 saunaxy sepuayer Busses pu ut ƏZULYI L jO asNeI29g *p9II9}j0D use JO SUOIJENICA. pue 3309 
siseq ou) uo pasedaud ase SaiuRIpisqns BUIG HPA IYI jo SIUNOHWE IYI Se JUNO SSOP PUR Iyosd-əyy WOW} 0007 0007 0007 0007 0007 
Papnjoxe usaq savy saunOWeE assay] ‘UOITENjea S4o3>0IIP IW Papnjrus Vagd Jey SJU woaz ƏNp szuNoWy (V) von sanusdoid - 
E siasse -ənnsuo? sənaədosd pjoyasea; 
ESet 996'9 paxy sapun pjoyaseaj Ruoj pug i 
ee +40 SNIH 3404S pjoysaag II 
StL ce OSES L 
90E rary puey uF pue ssayueq 3e ysep SLNIWJIAOW JO AYYWWNS—SLISSY AIXI L 
56 FE L nsodap uo Aavo 
HLL — S2UDWISBAUL paonbd jo ajes wos ang 7497] jI ‘onsst jo WWP IYI WOJ JO SyIUOW Th JO porad Uni 
SLE LLCL s}uewAedaid pue s403799q SYI JO} ‘QUIZYIS DAIIVSDU! BIRYS BAIINISXd AYI JO 22adSau U! PƏNSSI aq OF saseys PUL SIUBIIEM Bulpuessano jie jo 
Le ZC 3803 78 SSa4Z0Ud UI YOM PUR EOO1g yaadsau UI saueys JOJ VOLIdIsISgNs IYI 'SULOJ ZUIPUEISJNO JO UOIsJaAUOI II 40} Əpew yaq Javy SBIUEMO!IY 
SZE Let (2) s3uə wos anp sjunoWy peaznyrp And 
EL HI 3809 38 ‘ayesas doj Piau Zigdeid 3 ; 
Zë SL (000'8SF Lei (em EF pure saivys LLL'EBO'TE Let opgoe 
[000'BLF SNR 19111) sauaUIseAU! PRONO (uonesyenbs xez saje) 404d au OJU PƏPJALP saseys pgg'ze ZL JO BREIDAE UE UO HIJENA Vaq SEU BIE SL 
SLASSV LNIYYNƏ 6 P penpy 
‘pioyəseəj Zuel QOO'ORF Pue pjoyaay DOC Le LF RAN HS Cruda Sone? 
Sutsjudwioa ‘uonepasdde jeades pue Zunuas ‘quawudojeAep doj Spaey g UCpUo Aq play seluadosd Bulg zzs 0'0r p6 009 
3509 38 ŞSJLLUJdOYUd LNAWLSAANI 8 : 
` tang iyen A H E67" dosd pouty 
ployasea) Buoj Z1} pue pjoyoa.s Io 351SUO02 UOPINAISUOD LOPUN SOH (a 16E DO T69 Str moies Cütet at UO paso ` 
: ae ae Deg Ze € oi asia au? pinom eae V HEL got Le? SZ mies oU ger up va 
uo Bursie syodd Auy ‘saved snoraaud Ut se 19809 3B Pabntäut sar yo ISIYI OF SlUBUUaACIdLUT YHM SUUN- ZurpeAn reid % bared vo i 


Hyeon jo SISEq ayz uo panjea aag Savy sanyo Bunaq pasua jedpujsd aya uonippe uj “siseg ožesn Zutaten 

ue uo ‘wop8uly paun ayp uj sanaadosd paqajdiwos sofe au "Z/et V! Panjeaas savy sudAdAINS pozaIsEYs (P) 
“ajqeded usag Savy Ping IYI '000`0L97 Let +000'L06'T7 

JO Uonesuaduio> palesa Jy? 03 s2Ud49j04. Aq ‘sudIsInboe Aueduiod jo 12edsa4 ut PUE posindDse SINUI jo 

Fadte u Senat Au JO JapUasuNs IYI JOJ SIOpUdA 01 pled UONEsUadUED au? BuIpNpoU! ‘sazuedl] Zuturengeo 

MO'\Butuinboe yo 3809 au o Austa Aq Sorp ay? Aq panjea uae gagu soua Zutug? pue Zuisrag (5) 


dead au 10} SANACIAIG S 


“sanueInwas Jayn Aue UO ayqeded aq pjnom xe UOIIEIOdJOD Teuepippe "eaueud eo Oy? UO jalfas SE) 
a]qnop 494E PINUJI Spuapiaip UO papjaosd St XEF UOMEIOdIO yf} Sain fRUOHISURII Mau JOPUN KEI OU ABO 
S34y04d 2duuaeg-ueu PULE JÁWIXƏ Jue SIYOId (SIOY JYI SE XLI BUGS! SES Ap) pew U|Q SLY uoistaoad opi (2) 












































Behe est's Ba SEL 
BKL EBET 2802 2 SNOSUELSIStUr pue səpiyaa 'Juətudmbg iz ZE. pasinbas sou] ou suvad snojagud ui UOISAOJd 
= £08 ISOD Ie SURALIED PuE 3j? aay 996 SEL 
BC East (9) seauaan Sue? pue Zurag 
£t EH SI KE} SEISLIA O 

Səs paxy 42436 (4) ec af Aa əya 10) 1yOsd ays UO paseq gp Fe xel ét “wn 
ee SE Léi Géi NOLLWXVi + 
68 de ove (saved gS 4340) pjoyasesy Zu07 2 

990+ ployaesy IDN i eu Jupaxa you an Z AA 

0007 0007 0007 0007 səjədoad pjoyəseə; Buoj pue pyoyee.sy (2) EN 9 Geier Sulpeaaxa 30u SS, pos ei wan 
tét tlet Ipa pur sjuan oW SIA pna (el 





, (pənujzuo3) SILON 





hee S MRT 
St Ba j A SquRIUNOs3y passizeyD 


gie UAL UE 03 unten aa) 89.40} Ssijoad pasipneun oy? pue wuy JdyIoUe 



































































































































2 859 ors ¥OL'E BUS 
Aq peipne zaj MEW ISLE Fe Iesys aouèjeg paserijesu0s Hoyr Gott SJUNGIDE oy) ‘saluelpisqns sH put Fair? 2 —— E E ` : 
dnoien 4998/84 jo Joedse4 Ul orep IVY UO Papua dead ou 40} dnoud ay? jo ayOAd au Io pue TEL “SUNT gig IE — kg Lët — A suvoj podnsasury 
dnoad ayy pue Avediio2 ay) jo sureye jo aieas 943 IO mata AE DE an e "ugedo au ie Sg) SUJAIUOD SE JEJ OS 00E ze £9 ~~ SURO] padnoas pue szego 
taki pue 296) PUR BPEL 99y Soiugd ug ou Bim Aldo igez o3 TEZ] pue 4g safed uo gunge oya uotutdo Ana ui ssak E diyam ayqededoy 
ze _ Ost kt — tei AG aIQRARdas uro yueg Päim3asnn 
Sen — eal va 8864 Aq aigeArdas wao1g vecj peunranin 
= kend eng $ Aq apqededas 
poz} dnoup DpOAQGPe"y] jo susquispy out oi Déi Suto] peanoas pue See Bie 
SHOLIGNY SHL JO LYOd3sY — — — opt 786) 4q aiqededos ULE} yUeG paandag Ape 
salserpisqns 
Bet Ee OLS 490'E 
“Eh — Sri — sazou uroj pasnəsəsufy 
(E — pz kg (q) sazou uec painsasun AGIAN Dal 
satad g ulysin ayqededay 
— — irk _ Let AG aiqededau sazou uroj posndasury OL 
= SS SS L90°E (e) 76/0664 
3203S ue pasndasuN paosiuRIENy Gg 
"Ander xer e 318343 Pino Aueduros Supo 
yes 40) Aueipisqns Aue jo saseys au jo ayes ays uo Ipod uy ag o8ed uo pass!) ase salaeipisqns jedinulsg 0007 000} 0007 0007 
Mai IECH R 
Hele Ve aano Bu07 APO Sue 
Léi Zei WAdVD NVON St 
ver" 69'S SaLAVIP|sqns oi anp yunou ; 
Ska €re'Zb Dia D 
Ke est a səeipisqns woaz anp zunowwy mg T9 DN Lei 
LZ FK LL uonespenba sëueusa (0 
e D $ (6 gou 295) QOO'STZF Lei 
esz ZLëie 3SOd Ie "(oe IDUIS saseyoing Sjuad GA) ANP SJUNOWE 404 JUBUIZSHIpY (2) 
bes LES L964 Y! S40339941P dg PINEA DEEL ERT a 
saAtYys 49430 Str $8t'b Ae oun 404 WOjsubsy 
EER Vë (000'F627 Let G00 07 anign 38448) geg zt siuauasnipe sesk solid 
eg Cep SeSL Le "aung et Ie anugieg 
Er LE 3802 28 SUOIZIPpY FUNODIE $804 PUT B04 (P) 
ole 018 6964 ui SHordaaIp Aq penjer = 0s "ét ‘UNL ei Ie ueg 
saseyg jeesany BA49$04 UOIdueba4 JAVYS IIUJLIJƏA d (2) 
salu vidisans ét +E S8S 
9 Ka AO 
*saseay SNOlseA PUL ‘'s12eJ3 — Set sənasədosd jo VoEntEAS/ UO snjdang 
-U0> Bulpjing [9304 23443 JAPUN Sugugag3 jo saiseIpisqns Aq e2ugu2otugd əy? poowuesen? sey Auedwo> ays 80€ VEZ Lët ‘PUNT net IB BQURIEG 
"Zëet UL aiqededa. st yalym @asasas ege (q) 
wy TF on Zununowe veel yueg Paunsas Z4gd S,AsEIpisqns ejo 3adsau ui uaar? uəəq osje avy SBaIULIEND ELS'S EZS'S — : 
"000°907F Lie °000'6L7F € E SIUBIIEM UONAIISQNS Io UOISVIAUOZ) 
O} PIJUNOWE syyesp4sao ou TLEL ‘UNE YILT I ISIEIPISGNS ULEI jo Ids Us SAdIUEIENT UNG ade 3day €8 Eg sazou uroj JO UOISABAUO> 
` Auedwos a44 £59°E Jeer 433919 
D D sdemunog pue suy 
"POIRIT Vaad ANUS sey M AdNS e oi paea? a3eZI0 ejo adsa QET'I OET'L MRN 
Ul QOO'SZF PUL SƏNHOYINE Jeo] YIM Suen JO 19Ədsə4 ur QOO'OLF JO səayuesen? pərues3 sey Aere ID UoIsinbae uo ZutstL 
; ; “O00'OLZWF JO JuNoWeE WE be Lët aunt YIgz Ie enugieg 
aya 40} Aquadosd e uo ae peaaua3 e elje jo suowudoron au parues? sey peesuny Lueused pəquəsəsd qunosse umpuisid SANS (e) 
aya jo auawAed əy) Suipnjrul) suopelijqo si je jo guud sadosd pug anp au saqUeseNZ o3 4əp4o uJ 0007 0007 0007 0007 
dnog Əy L Auedwod dno SLNAWAAOW JO AUWWWNS—SSAURSAaY FL 
SSILMUGVIT LNAONILNOD 8i 
‘@Nnuaasy Pugiut aya Aq jeaoaddy eu usag vaag JOU 
*parxeosse oq pom puny UdlsUay due 4OISU/WISSAA JEUONEN sey SWaYIS 943 SE ape Ud9q IÁ JOU sey JUIUNOJJY ‘BWAYIS DANUADU! 24EUS JANINIAXƏ IYI JO SWI IYF YIM 
əy? YY Ut sjassnag Up JuaUdojaAap. IYO UL jo Jdadsed UL "LU ƏN saoge au Ul pepnjoul SI JIUL a2uEpsoare ur (aueYys dgy aad drett 03 JuapeAinba) sseys sad dout jo ad UONdHISQNS € Ie YII det JO SIJES 
z Kseutp4o QOO'S ip WY? O? I0}]@ OF 43O S, KULdUO gu IdE 03 PadATE py soAlinoexa fp ‘7/64 ‘Asenuer yag dg 
OOt LSP'Ok @UISYyIS GAIQUB>IU! JALUS JALJNIƏXJ (q) 
896'7 vOL't səaed:pary3 YIM pa2de43UOD "OLES Jad dr jo Pd e Je QOO'ZZF JO enga 
Han Zegti i JO} patea3u03 JOU Mq pueoq au dg pasisoyIny feulwou ƏY? 03 saseys ÁJEUIPHO TBZ'SİZ JO} agii2sgng OI ZZ6} aunt YILT IV BULPULISINO PIIM SHURE AK 
SLNJWLINWOJ TVLIdVO Lt LBE IQUA ISLE Aq Sieg Leuipueo 40} ƏQISQNS OF FJÚVAAEAMA (L) 
+(e) 0p sou UO YOE eu ut o) Passayas SUOISIAOAd UONEXEI IYI U! Faboout uaeq sey 3i se ‘4azSI2D Jo eo 679't Zuërteiet 
sdedsau ul papnjaxe uaeq sey O00‘ LF? "4824 Sun u! pled Jou Ing Panne SaZsVY> ISIAIJUL UO JA94 YIM 19439803 
uonepaidap Joan sazuemo;E jedes jo ssaaxe oui UO uopexez Siugeaidai 2UNOD2e uonesijenba xez suite) ss Pk Saou UO] JO UOISJAAUO? WO 
Ka 60b'L (2) SIUVAJEM aueYs Jo UOTsuaAUd? UO 
: 004 B6T'L 69% 988'969'T (panss} əq 02 paasde souge Fuipnjout) 
ee i suoiusinbdoe jo 13adsaz Uj 
Si Sot 66t {e} qunoooe uonesijenba xej SOL Ze0akoEtL 26b SUNT UIST IY 
fo OSE LëL (ei esou B85) $764 ‘Asenuer 3S} ƏNP Ajpeucistaoag pred Anni pue panss; 
eg Ser 818 yeh ‘Atenuey 3s} ang a : : 
= xez uoneiod4og 000'% 000'% 000°000'07 pas}ioyiny 
ee i NOILLVXVL Q34%343Q 9i sadeys 
By os 0003 0007 Aseuspag dey 
BS FLEE : Ziet Léi Let WLdVO JUYHS CL 
$ (panuyju0>) SILON 
Si E S : fees : : sie 
a aanw anous Segoe OES SE ae 











VEN two months ago it would have been considered im- 
me probable that stock-market reports would now be comment- 
ng on profit-taking trimming an advance in prices which had 
‘taken the FT Index comfortably beyond the 510 mark. The 
fact that such is the case either suggests that the rise and rally 
is ill-founded or that earlier forecasts of trends were too bearish. 
oo The latter is the more likely, and those operators who went 
liquid on the prospect of getting back into the market consider- 
‘ably lower down are now wondering whether they should get 
back now or merely stay with the ‘situations’ that have made 
most of the equity market running in the interim. 

It is not, of course, a case of situations and nothing but 
situations. Much of the rally in index equities and in the market 
‘as a whole has stemmed from the return of the institutions to 
the equity market as buyers. Once again they seem to be buyers 
of any worth-while shares oftered to them and it is the vast 
volume of institutional money that stock-market forecasters have 
‘to reckon with when they prophecy a prolonged price fall, 

As soon as prices fall to a reasor.able level, and provided the 
économic situation does not shout disaster, the institutions are 
back in again as buyers — simply because they have to be. Use 
of funds demands it. The market lately has been at its busiest 
‘for near enough six months. 





























Ki Ki * * 


HE Fair Trading Bill is one of those socialist-looking pieces 
of legislation that only a Conservative Government can 
toduce without major opposition. Creation of an Office 
Fair Trading with its obvious capacity for carrying consider- 
e inquisitorial staff will, with the statt explosion involved in 
AT, increase the number of Civil Servants under a Conserva- 
ive ‘Government on a scale that would make a Labour Govern- 
nent turn from an embarrassed red to an envious green. 

There is, of course, the real probability that a Conservative 
overnment having set up ‘OFT”, a future Labour Government 
will knock it down in the same way that the present Government 
nocked down generally acceptable but Labour-designed control 





Bank of England Minimum Lending Rate — Dec. 1st, 1972. 73% 







Treasury Bills 
.. £66252% Nov. 3 .. £6°8838% 
.. £6°6676% Nov, 10 «+ £6°8838% 
.. £66890% Nov. 17 .. £68558% 
.. £67135% Nov. 24 .. £69346% 
. £68930% Dec. 1 , £7°1490% 

Money Rates 

Day today .. 5 -73% Bank Bills 
2 days 71-74% 2 months .. 71-75% 
Fine Trade Bills 3 months 2s TRE 
. 8} 94% 4 months 73 Ee 
: 84 94% 6 months 82-82% 
6 months .. 82-94% 


Three Months’ Rates 





Local authority deposits. St -84 

Local authority bonds: 8-8 

Sterling deposit certificates 8} l 
-9 


Euro-sterling deposits Ss ect, 8 
Euro-dollar deposits EE Oa 2. §#.-64 


systems: But it now seems that industry and commerce, the City 
included, will henceforth be like Shylock — rated ‘many a time ` 
and OFT’. Sufferance is the badge of most of the. tribe. of ` 
commerce and industry and no doubt OFT will be accepted a 
that way. 


* * * E 


MHE gilt-edged market, in contrast to equities, has suffered 3 
relapse because of interest rate uncertainty in the first place ` 
and interest rate indications in the second, The Finance Houses 
Rate having been lifted from 7} to 8 per cent, indicating the ` 
way in which bank money costs had been moving over the 
previous month, the Bank of England's Minimum Lending 
Rate was subsequently raised from 7} to 7} per cent, partly 
as an indication of past pressure exerted by the Bank on the ` 
discount market and partly as an indication of the likely short. ` 
run interest rate trend. An increase in clearing banks’ base rates 
was immediately considered to be on the cards. Such a. move ` 
would clearly be in line with the interest rate view that the > 
central authorities are taking. 


Ki * * Ka 


AUNCHING of Edward Bates, the merchant bank, on (he 
stock-market by means of an introduction of the shares shows 
the extent to which the Bates equity is corporately and privately ` 
held. Shares reach the market via a rights issue through the | 
original controlling shareholder Atlantic Assets Trust. After the ` 
issue and the purchase for Zo million of a 25 per cent stake be ` 
London Merchant Securities, Atlantic is left with 32 per cent: | 
of the Bates equity. z 
Another major organization concerned with Edward Bates, ` 
is the Ivory and Sime Scottish investment group whose senior 
partner, Mr James Gammell, is chairman of the bank’s board, ` 
The bank is now installed in part of the former Cunard building 
in Leadenhall Street in the City, having recently moved (bere 
from the Moscow Narodny Bank building by London Bridge. 


RATES AND PRICES 


Closing Prices, Monday, December 4th, 1972 


Finance House Base Rate — December ‘1st, 1972. 8% 


Retail Price Index (16.1.62=100) 167°7, 20:10.72 (from 166-4) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer-on offer). 

Foreign Exchanges ; 
New York 2°3480 Frankfurt 7°4950 
Montreal 2°3348 Milan 137175 
Amsterdam 75725 Oslo rx Se 154525 
Brussels we ea © 10352 ‘Paris Së .. E8785 
Copenhagen 16:1050 Zurich 8:8525 

Gilt-edged 

Consols 4% ta , A8 Treasury 9% 1094 9434 
Consols 24% a 25$xd Treasury 84% 84-86 .. 97} 
Conversion 34% 364 Treasury 84% 87-90... Bosed ` 
Conversion 54% 1974 o63xd_ Treasury 649% r976 .. g2% 
Funding 34% EES La ui bk Treasury 34% 77-80... -74hxd 
Funding 54% 78-80 ©. - 823xd_. Treasury 34% o0o-Bt 7 74d 
Funding 54% 82-84. Bre Treasury 5% 86-89 .. 67 
Funding 54% 87-91 oid _ Treasury REN 08-12... 604° 
Funding 6% 1993.0: .. 718 Treasury 24% .. 25ł 
Funding 64% 85-87 > 8o Victory 4%. +. - 98t 
Savings 3% 65-75 894 


? -War Loan 34% 


ACCOUNTANTS? 
DIARIES [973 


INDISPENSABLE FOR NEARLY 100 YEARS 


DESK DIARY AND YEAR-BOOK 


Three days on each page with all information. Bound in brown binding case lettered in white foil. 11} in. x 7% in. 
£1°70 including purchase tax (30p) and postage. 


POCKET DIARY 


Three days on a page with all information. Bound in brown binding case lettered in gold. 53 in. X 3} in. £145 including 
purchase tax (25p) and postage. 


POCKET DIARY 


Three days on a page with information section separate and inserted loosely in pocket at back of diary, Bound in 
brown binding case lettered in gold. £1-65 including purchase tax (28p) and postage. 
THE INFORMATION SECTION CANNOT BE SOLD SEPARATELY FROM THE DIARY. 


DE LUXE POCKET REFILLS 
Three days on a page with all information. 53 in. x 3} in. £1-30 including purchase tax (23p) and postage. 


DE LUXE WALLETS FOR REFILLS 
(NEW AND IMPROVED STOCK) 


In good quality Black Morocco leather, silk lined, lettered in gold on front. Two pockets, front and back, form 
wallets which also hold diary refill in position together with elastic in centre. Fitted with leather strap and button 
fastener at side £1°80 including purchase tax (30p) and postage. ; 





Order Form 


Gee & Co (Publishers) Limited, The City Library, 151 Strand, London WC2R 1JJ Telephone 01-836 0832 


Please Supply (*Insert the number of each item required.) 


Pocket Diary 
with separate information 





Name and Address 
(BLOCK LETTERS PLEASE) 


Remittance enclosed £ 


PLEASE NOTE DIARY MAIL ORDER TERMS: 
CASH WITH ORDER. Approved Accounts ~ Strictly monthly from date of invoice. 
DIARIES CANNOT BE RESERVED UNLESS THESE TERMS ARE COMPLIED WITH. 













REQUIRED for Trustee Clients 


Freehold property reversions 


SHOPS OFFICES OR _ INDUSTRIAL 


Noupper price limit 


NS pp 
taineg 


Full particulars to P. S. Winfield, F.R.1.C.S. 





29 ST GEORGE STREET HANOVER SQUARE LONDON WIA 3BG 01-629 9292 





Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and — without any 
form-filling ~ study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 

More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. — up to £5,000; Overseas — up to 


£10,000. 


Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000-+-. 

Temporary Staff: M. Farrer, 01-628 0391. 

Terms are better than is usual for temporary assignments. 
EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me now and 


I shall let you know within the hour. 
R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


47 Finsbury Court, Finsbury Pavement, London EC2A 1HT 
































BY GIVING TO CHARITY THROUGH 
A DISCRETIONARY COVENANT WITH 
THE CHARITIES AID FUND, 

your client enjoys the 
privilege of operating his 
own Charitable Trust. Both 
the beneficiaries and the 
donation amounts can be 
varied at will. The 7-year 
minimum need not apply if a 
clause is inserted 
conditional upon personal 
circumstance. The CHARITIES 
AID FUND prepares the deed; 
does all paper work; claims 
tax refund. The service is 
FREE when the National 
Council of Social Service is 
included among the 
beneficiaries. 


~ CHARITIES AID FUND 
TONBRIDGE, KENT 


“Telephone: Tonbridge 62323 London Office: 01-636 4066 





December 7th, 1972. 


BULLS AND BEARS 


Higher Equities 


“CA INCE the last article on November 23rd, the Financial Times 
AJ Government Securities index has fallen from 72-80 to 
71-40 but the FT Industrial Ordinary share index has risen from 
486-8 to 505-80. The average daily markings for November 27th 
to agth, were as high as 12,500 and about 2,000 higher than a 
fortnight ago, but by last Monday the daily markings had slipped 
back to 11,135. Fears of tighter and dearer money have tended 
to accentuate caution, but the undertone has remained firm and 
a better performance by Wall Street will doubtless be followed 
by a better performance in London. In some quarters, however, 
the feeling is that markets may stagnate for a while but will 
‘resume their advance later in 1973. On the whole, therefore, 
caution is still the watchword. 


E Below is our selection of corporation loans and fixed interest 
stocks: 


Corporation Loans 


1972 
l Price Yield High Low 
‘Taunton 7 per cent 1979-80 .. 90 7:8 98 90 
‘Walsall 93 per cent 1977-79 103 9-2 111 103 
Warley. 74 per cent 1979-80 .. 94 8-2 103 96 
West Herts Main Drainage 94 per 
"cent 1981-83 os 2 102 9-0 110 102 


. Fixed Interest Stocks (Industrial, Commercial) 


Bass. Charrington Di per cent 


= debenture 85 9-7 102 84 
National Westminster 83 per cent 9 

loan1980 .. A a >95 9-2 107 93 
Associated British Foods 74 per 

centloan 1987-2002 (50p) .. 37 10:3 45 36 
Beecham Group 84 per cent loan f 

1984-94 Gs Ea 87 9-7 100 86 


: Ordinary shares 


"The selections given in our issues of November th and 23rd, 
have performed reasonably well in rather sluggish market 
“conditions, seven having risen and one having declined. 
Metropolitan Estate and Property are up from 271p to 277P, 
Slater Walker Securities from 253p to z6op, Reed International 
from 307p to 323p, Philips Lamps from Fls$50 to Fis878, 
Equity and Law Life from 330p to 336p, Dawnay Day from 
 21op to 228p and Samuel Properties from 188p to 221p. Only 
‘Marks and Spencer have declined from 304p to 296p, and this 
will only be a temporary setback having regard to the increased 


margins, profits and dividend at half-time. Below is our curre: 
selection of ordinary shares: a 


-that the second six months will produce further good results 









































PIE 1972 
Price Yield Ratio High Low 
Pilkington £1 shares 371 30 216 375-357 
National Commercial 
Bank-25p shares 215 2:4 — 250 
Johnson Matthey £ 
shares SC ae 393 3-2 23-2 410 
Tesco.5p shares ae 84 2:0 24:2 93 
Pilkington 


in Canada. Nevertheless, the overall results are described as ` 
‘encouraging’ and the shares have growth prospects. `- 


National Commercial Bank 


This bank owns Royal Bank of Scotland and Williams and 
Glyn’s Bank. It also holds 43:2 per cent of Lloyds and Scottis 
and 28-2 per cent of Associated Securities (Australia). Lloys 
Bank holds 16-3 per cent of the National Commercial Ba 
equity. For the year ended September 30th, 1972, depo 
increased from {£1,173 million to £1,533 million, pre- 
profits from £24:16 million to £29°87 million, earnings. 
ordinary shares from 52°5 per cent to 63-3 per cent and dividene 
from 18-8 per cent to 20°3 per cent, The dividend is thus very 
well covered and the shares are a good medium-term investmen 
With the ‘big four’ dividends still to be announced and with th 
rise in National and Commercial second-half profits muc 
better than expected, there could even be a worth-while rise in 
the share price over the next four to six weeks. 


Johnson Matthey 


This company refines and markets precious and rare metals, 
especially platinum, and makes salts, colours and pigments.. 
Prominent among its customers are the chemical, oil, photo- 
graphic and jewellery trades. The company earns a sub. 
stantial income overseas and is responsible for refining and 
marketing the products of Rustenburg, the leading Sout 
African platinum producer. Dividends have gone steadil 
forward behind uneven but broadly rising earnings. For the 
first half of the current year pretax profits rose from {2,065,000 
to £3.668,000 and net profits from £1,026,000 to £2,003,000 
The third quarter figures will make interesting reading, and 
the present trend continues the shares could go quite a bit” 
higher. In 1970 they touched the soop mark. R 


Tesco 
This company bis a dominant figure in the self-service and 
supermarket field, and it aims at ownership of a supermarket 
in every major town in the country. Great physical expansion 
and trading acumen have produced outstanding growth 
earnings and dividends. There have been a number of seri 
rights issues. For the first half of the current year pre ax 
profits increased from £7,234,000 to £9,407,000 and net 
profit from £4,293,000 to £5,578,000. The directors consider 





THOS. W. An 
Profits increased to £5./m 








. ~~ 
SALIENT FIGURES FOR THE LAST 5 YEARS 
1972 1971 1970 1969 1968 
(to nearest £000) 








| 

| 

| Group Turnover 86,617 . 77,800 68,643 62,219 56,840 
| Group Profit before Tax 5,563 4,552 3,380 2,839 3,123 
| Group Profit after Tax 3,277 2,707 1,910 1,640 1,951 
| Group Profit relating to 

Í Thos. W, Ward Limited 2,867 2,488 1,870 1:540 1,773 
| Dividends paid 1,803 1,379 1,225 41,110 1,101 
| % Profit distributed 62.89 57.15 65.51 72.08 62.10 
l % Profit retained 37.11 42.85 34.49 27.92 

| 
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f you've never had anything, you never miss it. 

But if you’ve known a reasonable standard of living, imagine 
the horror of reduced circumstances. : 
We help people who have practically nothing — except 
memories of happier times in a happier age. 


specialising in 


factories, Many of your Clients will understand and will sympathise with 
commercial what we are trying to do. Many of them, if you suggest it, 

erties might like to remember us in their Wills or with a Covenant, 
prop ; After all, what greater gift can there be than giving another 
plant and elderly person something to live for? 


machinery 


EDWARD RUSHTO 


chard Hoyle & CO. 
ANGE STREET, MA 


ONDON Ni S82. 


N SON & KENYON DISTRESSED GENTLEFOLK’S 
) AID ASSOCIATION 


VICARAGE GATE HOUSE * VICARAGE GATE * KENSINGTON LONDON W8 4AQ 


“Help them grow old with dignity” 






NCHESTER. M2 SAK. 








4814 
eae ROAD, L 
TERRACE, CITY 
2 DUNCAN TERRAC 


Telephone: 04 -27 





STUDENT ROUNDABOUT 






Te clear messages for the account- 
ancy profession emerged from the 
international conference on accountancy 
education organized by the Association 
of Chartered Accountant Student 
Societies at Chartered Accountants’ Hall, 
London, on Friday and Saturday of last 
week, 

The first was most succinctly stated by 
Mr J. Keuzenkamp, of the Dutch 
Institute, who said ‘We all need to leave 
our ivory towers before we. can really 
discuss subjects. on an international 
level.” Too often during the conference, 
however, the parochial issues were 
confused withthe’ truly international. 
Secondly, the conference underlined the 
new role which students are establishing 
for themselves. within accountancy. 


Establishing common standards 


The conference was attended by mem- 
bers of the accountancy profession: from 
a total of eleven countries, representation 
being at both the senior and junior levels. 
Following. a short opening address by 
Peter Pennington Legh, President of 
ACASS, M Hugo: Cordoliani, of France, 
Technical Delegate to the Order des 
-Experts Comptables et des Comptables 
Agréés, spoke on ‘The mutuality of 
educational standards, and the reciprocal 
recognition of educational qualifications 
of public accountants throughout the 
world.’ 


Drs J. Keuzenkamp, of the Netherlands Institute, centre, emphasizes a 
point to Professor David Solomons, right, and Senor B. Tahoces 


Acebo, of Spain. 





ACASS International Conference 


M Cordoliani used his experience of 
the Common Market to discuss the 
essentials of reciprocity of qualifications 
and how it was possible to achieve this 
in practice. He dealt with the essential 
aspects of accountancy, academic training, 
examinations, practical training and, 
finally, the ethical basis. Having analysed 
the important areas of accountancy, he 
went on to describe how the EEC was 
facing the problem of establishing com- 
mon standards. They had decided that 
the final examination. should be first 
degree level and that there should be a 


minimum of three years’ practical train- 2 


ing. But this was only a start, there was 
enormous diversity .in standards and 
approaches among’ the professional 
bodies of the EEC. 

Finally, M Cordoliani discussed the 
problem of reciprocity of qualifications 
when the laws of member countries 
varied. For a national of one country to 
practise in another country, he would 
need to learn a new legal system. This 
would remain an enormous problem in 
establishing an international qualification 
without a common legal code. 


ACASS Secretary attacks 
Institute 

The Secretary of ACASS, Terence Webb, 
presented. a paper entitled ‘The public 
accountant of 1980: what he will be; 
what he will do; what education he will 


Belgium. 





Peter Pennington Legh, President of ACASS, right, in conversation 
with M Claude Fontaine, /eft, and M Robert-Henri Fransolet, both of 





































need’, Terence Webb approached his: 
problem by first establishing the essen 
tials of a professional accountant. His 
tenet was that the public accountant of 
1980 would need to fulfil the essentials of 
a ‘professional’ accountant, he considered 
that these were currently lacking in 
chartered accountants. i 

He stated that ‘in the maintenance and 
enforcement of the standards by which 
public accountants are determined in this 
country, the governing body of public 
accountants, The Institute of Chartered’ 
Accountants in England and Wales, has: 
clearly failed’. Terence Webb argued that. 
the aim should be towards a far more 
‘professional’ image. However, he failed 
to emphasize the international aspect: of 
his argument and dwelt too long on wha 
he regarded as the shortcomings of the 
profession in the UK. 


Conference perspective 


The last speaker of the Friday session 
Professor Edward Stamp, director of th 
International Centre for Research 
Accounting at Lancaster . University, 
reintroduced the international theme 3 
the course of his paper on ‘The future: 
role of academic training in the education 
of public accountants’. He outlined the 
questions which needed asking and the 
related aspects which required considera 
tion. ‘We need to define our identity and 
our objectives’, he said. ‘Who are we, and: 


D 


























what are we supposed to be doing?’ he 
asked. And, more important, ‘where are 
Wwe going?” 

He then went on to point out some of 
the factors which needed to be borne in 
mind in considering the relationship 
between the academic and practising sides 
of the profession. Among these were the 
economics of public practice which 
required a high throughput of junior 
staff; the desirability of degrees and. the 
` subject studied; the balance between 
` financial and management accounting; 
the need for specialization, and the 
financial restrictions of the country’s 
economy. 


Canadian example 

Professor Stamp gave some indications 
‘of his preferred training method, and 
outlined as an example the type of 


M Hugo Cordoliani, of France, right, with Mile Claudine Benhaim, 
M Béchir Chebbah and M Claude Saussais, also from France. 





David Steeds, of ACASS, /eft, with Mr Niall 
Professor Bernard Goodman, of the University of Hartford, USA, and 





Lothian, of Scotland, 


Mr Robert May, of the American Institute. 


training lawyers in Ontario underwent. 
The individual was required to gain a 
good arts degree and then take an LL.B. 
in a university law school. Upon comple- 
tion, he was required to spend one year 
in practice, after which he had to take a 
six-month Bar Admission course held 
by the Law Society in its own indepen- 
dent law school in ‘Toronto. This system 
of training clearly endeared itself to 
Professor Stamp. 


Finally, delegates were left with the 
hypothesis that the relatively advanced 
state of academic entry requirements into 
the accounting profession in Canada and 
the United States might well be due to 
the fact that professional accountants in 
those countries felt obliged to keep up 
with the standards set by their legal 
colleagues. ‘Who will take the lead in 
Britain?’, he asked. 





Slow-changing profession 


Saturday’s session was opened by the 
man at the centre of the conference, 
Professor David Solomons. He was only 
too aware of his difficult position — his 
audience were hoping for hints of his 
final report in his capacity as director of 
the long-range inquiry into education + 
but he was prepared to give very little 
away. Much of Professor Solomons’ 
paper was spent describing the nature of 
his inquiry, the questions to be answered 
and the method of inquiry. One interest- 
ing point which he did make was that he 
considered the profession was not chang- 
ing as rapidly as people often suggested. 
He expected accountancy to be much the 
same in ten years’ time. 

Professor Solomons’ address indicated 
that he was thinking in terms of a stratified 
profession and the evolution of specialists. 





Left. Mr C. H Nicholson, President of the Irish Institute, /eft, with Mr Robert Lyon, of Scotland, Miss Jessica Jacob, of The Association of 
Certified Accountants, Mr Alan Gordon, of Ireland, Mr lan Dalzell, of ACASS, and Mr F. A. 


Jenkin, of The Institute of Cost and Management 
Accountants. Right. Mr Vicenzo Marasco, of Italy, /eft, talking to Mr B. van den Heuvel, of the Netherlands, and Mr G., Ormrod, of ACASS.. 



























_ He considered medicine and engineering 
~ professions containing specialists and 
-organized into three tiers. Certainly, 
these were developments to which Pro- 
fessor Solomons is apparently giving 
serious consideration. 


Do not stand on the student 


The last paper was presented by Pro- 
fessor Bernard Goodman, Chairman, 
Accounting Department, University of 
Hartford, USA, and was entitled ‘Recent 
‘developments in training accountants in 
© the United. States.’ Professor Goodman 
began by pointing out the rapidity of 
change in the accountancy profession. 
` This was obviously in contrast to some of 
Professor Solomons’ ideas. In a well- 
argued case he also came out very 
Me definitely against the articles system. ‘The 
i: concept of a modern student cannot be 
reconciled to the. apprenticeship: system. 
article clerk is a relic of the past 
d is mot consistent with a need 















for alert accountants’, he declared. 

He argued that in an era of rapid 
change, the apprenticeship system had a 
fatal flaw. The apprentice’s knowledge 
had a ceiling which was imposed by the 
knowledge of the principal. In the days 
of little change this was adequate, but 
the modern profession is ‘overwhelmed 
with change’. He suggested that the 
American method was intent on allowing 
the student ‘to stand on the shoulders 
of his principal’ — while the apprentice- 
ship system allowed ‘the principal to 
stand on the student’. 

Professor Goodman. then described 
how the American system of accountancy 
had evolved and went on to explain how 
the current aim at Hartford University 
was to increase the ‘relevance’ of the 
education. He believed ‘relevance’ was 
essential and must be achieved, and said 
that they were tackling this problem by 
giving the accountancy. faculty greater 
independence from other disciplines and 


by greatly increasing the co-opera 
between the facul ty, industry and public. 
practice. He left delegates with the 
thought that many more students should. 
have observed the proceedings so that 
they could have learned more about the. 
issues involved. 


Final discussion 


The final discussion period made it clear. 
that the delegates from all countries 
recognized the two major problem areas 
in the training of public accountants. 
These were: firstly, the need to form a 
link between academic education and 
practical training, and secondly, the 
need to improve the image of accountancy 
in all countries. 

In his closing speech to the conference, 
Peter Pennington Legh, who presided over 
the proceedings, thanked the speakers. 
for their contributions, Arthur Andersen 
& Co, for their sponsorship, and: the 
Institute for providing the facilities. 
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ice Bagnall, Mr Lickiss dealt with 


rends apparent within the In- 
n Sen opinion, the Council did 





the standard of 


of postal tuition experience and 


accountants. This could only be the sum 
total created by each and every member. 


He rejected the well-known ‘music hall 


image’ that was all too common, and the 
concept of chartered accountants as 


_ being old and doddery. 


Drawing attention. to the importance 


“among chartered accountants of both 


ability and integrity, Mr Lickiss added 
‘the concept of integrity is not something 


bat is old fashioned. It is something that 


simply. means expediency should be 


subject to principle’. If this emphasis 
` was lost, chartered accountancy would 


become simply another trade. 

‘The image of our Institute will slip, 
and slip rapidly, if we do not concentrate 
on. attracting to our profession young 
men and women capable of serving the 
profession’, he continued. ‘We are all 
proud to be chartered accountants. But 


` that which has been-good enough in the 


AN R.R.C. HOME STUDY Ao pica provides the simplest answer. Backed by 43 years 
over 220,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil agin Computer 
Appreciation, Costing, G.C.E., Law, Local Govt. Marketing, Secretaryship, etc. 

Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 


01-947 2211 


Accredited by the Council for the Accreditation of Correspondence Colleges 






past is not necessarily good enough in t 
future. Are we concerned. enough abou 
whether we are doing enough to ens 
that we will be proud of being chartere: 
accountants in ro or 12 years’. time?’ 

Mr Lickiss, whose particular respon 
bility on the Council is for: educati 
warned that it was essential that- t 
profession’s education should be bett 
organized and better utilized. It sho 
start to look at how the intake was be e 
obtained. It was not enough merely t 
let experience brush off op young 
chartered accountants ~ there must b 
structured training. 





























How-to-train forums 


In spite of the cool reception given in 
Birmingham to the idea, Mr Lickiss 
said he hoped that the ‘How-to-train’ 
forums for small and medium-sized 
firms might eventually be accepte 
there. Returning to the qualification 
system, he made a plea that examinations — 
might become more meaningful — ‘an 
essential pre-requisite for keeping up 
to date’. And pointing out that the intake 
of new students to-day would only 
bear fruit in about ten years’ time, he - 
called for more student involvement 
and looked forward to seeing student 
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: representatives on the Institute’s central 
committees ‘in the very near future’. 

He concluded: ‘I am impressed by the 
developments that have taken place in 
Birmingham in the last few years’. 
Although it was not a time for yet further 
new ideas, he hoped that students would 
push the society into implementing ideas 
already laid down. 





Change in attitudes 


A Chancery Court counsel who re- 
ferred to accountants as the ‘witch 
~ doctors of the modern world’ was recalled 

br the Hon. Mr Justice Bagnall during 
his proposal of the toast. He added that 
during his lifetime he had seen a great 
change in attitudes of the public to- 
wards accountants, especially in the 
‘field of tax, Once, when tax was lower, 
no self-respecting shop keeper would put 
down his true profits — he would add 
25 per cent in the belief that the figures 
would become public knowledge and he 
did not want to show his friends what he 
was really earning. 

Mr Justice Bagnall, a judge of the High 
sourt of Chancery, referred to the double 
responsibilities of organizations such as 
the Institute. They had to look both 
ays, to run affairs from above while 
keeping the professional well-being of 
‘their members at heart. 
Turning to intake, he added: ‘Abilities, 
courage and integrity are not bad words 
"ro be emblazoned on the minds of those 
who are going into the profession and 
have the well-being of the profession in 
their hands.’ 


























New magazine 


Replying to the toast of the Society, 
proposed by the Right Reverend 
Laurence Brown, Lord Bishop of Bir- 
mingham, Mr Michael Fallows, Secretary 
` of the Society, drew attention to the new 
-magazine Articles being produced by the 
Society. With one issue behind it, the 
new magazine edited by Peter Ullathorne 
` wä proving a good successor to The 
Young Accountant. 
~ About 600 people attended the dinner — 
+a record attendance in spite of the clash 
with the televised Miss World Contest, 
pointed out by the President of the 
_Society, Mr Gordon S. Major, T.D., 
-B.COM., F.C.A. The toast of our guests was 





~ACCOUD 


proposed by Brian Cole, treasurer of the 
Society, and replied to by Mr Philip 
Cox, Q.C. 


ACASS ADVISER ON EDUCATION 


Ir has become evident to ACASS that 
there is a need for the advice and experi- 
ence of those engaged or specializing in 
areas in which ACASS. is involved. 
Education is a subject which requires 
particular depth of knowledge and 
breadth of experience and the Executive 
have now announced that Mr Emile 
Woolf, A.C.A., is to assist them in this 
field. 

Mr Woolf, whose article ‘Education — 
the Last Chance’ (Roundabout, Novem- 
ber 2nd), has attracted considerable 
attention, will act ina- consultative 
capacity and be available to ACASS and 
member societies for advice on educa- 
tional and allied subjects. He will also 
submit discussion papers and policy 
documents for consideration by the 
Executive and the Council, and attend 
Council, Executive and Liaison meetings 
to speak on educational subjects. In 
addition, it is proposed that he would, act 


on behalf of the Association and repre- 


sent the interests of member societies in 
situations where ACASS is not repre- 
sented. 

On qualifying in 1961, Mr Woolf 
joined the London office of Deloittes, and 
in. 1964 became a tutor with Foulks 
Lynch. He has been on the board for 
several years in the capacity of tutorial 
director, and in January he will join the 
board of the London School of Account- 
ancy, where he will take charge of 
editing the School’s manuals as well as 
lecturing on courses. 


NEW PLANS FOR SALARIES 
CAMPAIGN 


The Chartered Accountant Students’ 
Society of London has announced plans 
for the next phase of its salaries campaign. 
At a general meeting of the Society held 
in the Council chamber of The Institute 
of Chartered Accountants in England 
and Wales on Tuesday, the Society put 
forward proposals for a minimum starting 
salary of {1,100 per annum (equivalent 
to £16-90 per week take home pay for a 
single man) for its 7,500 student members. 


The Society is advising its repre- 


FULLER PEISER & CO 


CHARTERED SURVEYORS 





sentatives in 1,000 firms of chartered 
accountants throughout London ‘how 
improvements can be made-in their 


salary level while the freeze is in force.. 
At the same time it intends to press for. 


an overall increase when the prese 


phase of wage control comes to an end. 

A spokesman for the Society said: ‘We 
feel that chartered accountant students 
receiving in London an average starting 
salary of £650 per annum must be: 
numbered among the lower paid and 


must be treated as a special case. We 


intend to canvass support from other. 
student organizations, trade unions and 
Members of Parliament. Our case should. 


be fully appreciated” © 4 





London CASS believes: that’: some 


unscrupulous firms exploit the restrictive 


practices embodied in the present system ` 
of articles to employ articled clerks on _ 
grossly inadequate salaries, and believes’ 
that the system of articles of clerkship ` 


should be abolished. 








Said the spokesman: ‘We shall have no B 
hesitation in exposing those firms which: ` 


persist in refusing to pay their clerks a. 


living wage.’ 


SHEFFIELD’S 
CHRISTMAS PARTY 


Tuts year’s Christmas Party of the. 
Sheffield CASS will be held at the 


Shades nightclub, Ecclesall Road, on 
December 21st. Commencing at 8 pm. ` 
and continuing until 1 a.m. when, be ` 


it noted, the bar extension closes, this” 


annual event is always a sell-out. 


Tickets, price 30p (or 35p at the door) 


are now available from the Society's; 


secretary, Alan Shepherd, c/o. RW. 


Allott & Co, 1 South Terrace, Moorgate ` 


Street, Rotherham, or any committee 


member. 


. 


BADMINTON 


In a badminton. match held at the: 


Gocdwin Athletics Centre, Sheffield; on 


November 22nd, Sheffield CASS were 


well beaten by a strong University 2nd 
team. Sheffield were fortunate in that 
David Holmes was able to step in as a 
last minute replacement, but in the event, 
only Burkitt Ladhouri and Shri Barve, 


made any impression by winning all their > 


matches. Sheffield lost by 6 rubbers to 3. 









Notes 
and 
Notices 
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PROFESSIONAL NOTICES 


ALLAN, CHARLESWORTH & Co, Char- 
tered Accountants, announce that their 
address is now 1 Redcliffe Street, 
Bristol Bär 6NP. The telephone number 
remains unchanged at Bristol 20890. 
GRAHAM, SMART & ANNAN, Chartered 
Accountants, of Edinburgh, Glasgow 
and London, announce that Dr D. J. 
BOGIE, B.COM., PH.D., C.A., and Mr R. J. 
HENDERSON, C.A., retire from the part- 
nership on December 31st, 1972, after 
being partners for 40 years and 37 years 


respectively. Both, however, will be 
available as consultants. 
Stroy, Haywarp & Co, Chartered 


Accountants, announce that the firm has 
opened a branch office at 31 Princess 
Street, Manchester M2 4EW. 

Turquanps Barron MayHew & Co 
announce that their Brussels office has 
moved to the following address to which 
all communications should be senti 
Galilée Building (roth floor), Avenue 
Galilée 5, 1ogo Brussels. Telephone 
17-90.21/17.91.21. 

Turquanps Barton. MayHew A Co 
point out that Mr P. H BLANCHFLOWER 
has been a partner in the firm’s. Gibraltar 
office’ since January 1st, 1971: unfortu- 
nately his name has been omitted from 
the List of Members of the English 
Institute for 1971~72. 


APPOINTMENTS 


Mr L. Clark, F.c.a., previously finance 
director of Repcon (UR), a member of 
the Ocean Group, has become director, 
management services, with responsibility 
for finance, accounting, engineering 
methods, training, purchasing and stores. 

Mr J. B. C. Darroch, F.c.a., formerly 
financial controller of Coates Brothers & 
Co, has accepted an invitation to join 


the board as financial director, with 
effect from December 1st. 
Mr A. J. Higgins, a.c.a., has been 





appointed financial accountant of Shower- 


ings at Shepton Mallet... 

Mr R, J. Jordan, a.c.m.A., formerly 
SVPW divisional management account- 
ant at Shepton Mallet, has been appointed 
chief accountant of Britvic and Minster 
(Soft Drinks), and will be based at 
Chelmsford in Essex. 

Mr A. J. B. Mawdsley, F.c.a., financial 
controller of Tunnel Cement, has been 
appointed a director of the company. 

Mr A. M. Davies, Ma, F.C.A., has 
been appointed a non-executive director 
of Fenchurch Insurance Holdings. 





Mr A. M. Davies 


Mr M. A Fleury 


Mr Michael A. Fleury,  F.c.a., 
A.M.B.LM., has been appointed financial 
director of Caricor, a subsidiary of 
Carrier Overseas Corporation of Syracuse, 
New York. He will make his headquarters 
in London and will manage Caricor’s 
financial affairs throughout Europe. 


Mr K. G. Taylor, ‘A.1.M.T.A., F.B.C.S., 
becomes Borough Treasurer of Torbay, 
in succession to Mr CR Gray, F.1.M.T.A., 
F.R.V.A., Who is retiring. 


REDEMPTION OF 623 PER CENT 
EXCHEQUER STOCK 1973 


The Treasury announce that no conver- 
sion offer will be made in respect of 
holdings of 62 per cent Exchequer stock 
1973. This stock matures on January 
15th, 1973, and will be redeemed at par 
on that date. 

Approximately £700 million of this 
stock is outstanding. Official holdings 
account for a large proportion of the 
total, and in the opinion of the Treasury a 
conversion offer is not warranted. 


FURNITURE INDUSTRY 
PROCESS COMPARISONS 


The manufacture, sales and distribution 
of furniture involve clearly defined 
processes that are common to many 
companies, irrespective of their location, 
size, product range, styling or manage- 
ment methods. Comparative costs of 
these processes will result from a new 
Furniture Industry Research Association 
scheme, in sufficient detail for participat- 
ing companies to find specific costs and 





performances _ ‘suitable for 




































vestigation. : 

Both large and small. manubee 
can take part in the scheme, since it is 
based on production. processes,. w 
figures organized by FIRA consultants 
to ensure comparable and accurate dat 
Confidentiality is assured at all time 

Cost to a new member will be two 
days’ consultancy time (currently £88). 
and one computer budget run (currently ` 
£35). Companies interested in joining the 
scheme and discussing the administration 
details, or in further general details,’ 
should contact Mr V. Parker, pa fron: 
F.C.M.A., FIRA, Maxwell Road, Steven 
age, Hertfordshire, SG1 2EW (0438 3433): 


WESTMINSTER TAX 
DISCUSSION GROUP 


The next meeting of the Westminster. 
Tax Discussion Group will be held on 
Monday, December rith, at 6 p-m., at 
10 Belgrave Square, London SW1, when 
a member of the Group, Mr Ralph A 
Stockwell, B.A., a.c.A., will address the 
meeting on ‘Residence and domicile’. It 
is some three years since the Group 
discussed this subject and it is felt that i 
will be of great interest to many membe 


CROYDON CHARTERED 
ACCOUNTANTS’ MEETING 


At a recent meeting of the 
Society of Chartered Accountants 
A. C. Pratt, MA, regional direct 
Noble Lowndes and Partners. uw 
accountants to examine existing pens on 
schemes prior to April sth, 1973, in ord 
to safeguard benefits which could be in 
excess of the Government: maximur 

Mr Pratt, during. his talk. on ‘Lates 
Pension Scheme Thinking’, explaine 
the Government's long-term proposals 
which would come into effect in 197 
and advised employers- to: give very 
careful thought to the implications of the 
proposals, 

The next meeting of the Society 
‘Accounting for VAT? will be held a 
7.30 p.m. on Monday, December rit 
at the Old Whitgiftian Club Ground, 
Croham Road, Croydon, when. a repre- 
sentative from HM Customs and Excise 
will be present. 


DISCLAIMER 


Mr Martin Anthony Coleman, 4.c.A., of 
29 Hartfield Avenue, Elstree; Herts, a 
partner in Coleman, Kinsman & Co of 
59 New Cavendish Street, London Wi, 
ad a director of Guardian Properties. 
(Holdings) Ltd, wishes it to be known that 
he is not the Martin Coleman of Horn- 
church, Essex, who (as reported in The 
Accountant, for November 23rd) was 
excluded from membership of the Insti- 
tute on September 19th, 1972. 














ICMA MANAGEMENT COURSES 


The Institute of Cost and Management 
<> Accountants is sponsoring a series of 

= intensive management courses next year 
as part of a special post-qualification 
education programme. 

Although primarily designed to provide 
its own 12,000 members with the op- 
portunity of developing their professional 
skills beyond the substantially higher 
` standards that new members will shortly 
~ face for qualification, the ICMA em- 
phasizes that it is not closing the door to 
-members of other accounting and pro- 

fessional organizations, 

« The aim of the courses, says the In- 
stitute, is to equip accountants to take 
their place in the boardroom. Indeed, 
‘management’ is the keynote, not only 
“jn terms of accountancy and finance but 




















In Parliament 


Value Added Tax 


Mr WiiiiamM HamiLtON asked the Chan- 
_cellor of the Exchequer what progress 
has been made in the recruitment and 
“training of the additional Civil Servants 
` needed to administer the value added tax. 
Mr Hoos: Approximately 4,500 
additional staff have been taken on so far 
by the Customs and Excise Department. 
Training is keeping pace with recruit- 
ment. 

Mrs Kevierr-BowMAN asked the 
Chancellor of the Exchequer in view of 
the slow stock turnover of footwear 


steps to allow a longer pre-value added 
o tax holiday for the industry, in order to 
avoid hardship. 

Mr Hiccins: The new arrangements 
“announced by my right hon. friend 
yesterday [November yth] to avoid 
double taxation of purchase tax paid 
- stocks on the change-over to VAT should 
remove any possibility of hardship for 
~ the footwear industry. 

- Mr Doan Stewart asked the Chan- 
»-cellor of the Exchequer whether it is his 
intention to apply value added tax to 


--yetailers, whether he will consider taking. 


also in terms of human and industrial 
„relations, the social implications of busi- 


ness development and. so op. 

The first course, which sets the tone 
for the series, is entitled. ‘Advanced 
Concepts for the Management. Account- 
ant’ and: involves five days of. intensive 
study. For its design and presentation 
ICMA have called on the assistance of 
London management consultants Binder, 
Hamlyn, Fry & Co, and the course is to 
be directed by Mr N, M. Branch, F.c.a., 
DIP.OR(M). 

Ire content will cover forward planning 
and forecasting, resource. management, 


financial management, management in- — 


formation systems and control techniques, 
advanced management accounting, ac- 
quisitions and human and social aspects 
of management. 

‘If the accountant is to take his place in 


transport charges and passenger fares to 
the Scottish island groups; and if he will 
make a statement. 

Mr Hicoins: Transport charges for 
goods carried to the Scottish islands from 
the mainland will be taxable at the 
standard rate of value added tax, but this 
tax will be recoverable as input tax by 
registered traders. Passenger fares in 
general will be zero-rated under group 
10 of Schedule 4 to the Finance Act 1972. 


Hansard, November 8th. Written 
answers, col. 185. 


Post-war Credits 


Mr Luce asked the Chancellor of the 
Exchequer what is the value of post-war 
credits still outstanding. 

Mr. Barser: Repayment of post-war 
credits to those who have produced certifi- 
cates is nearly complete. Since April pay- 
ments totalling £124 million in respect 
of post-war credits and interest have been 
made. It is estimated that up to about 
£40 million remains outstanding. 

Mr Luce: I am grateful to my right 
hon. friend for that satisfactory answer. 
Does he acknowledge that the Govern- 
ment have an outstandingly better record 
than the previous Labour administration 
in the repayment of post-war credits? In 
order to help the hard-pressed this 


= Eastbourne, and -for May. 6th=r1ith, : 
the Hotel Metropole, Brighton. Registr 
~ tion fee for the five-day course is Ze 


‘the boardroom’, states Mr Branch, 


is no longer enough simply to be gon 
juggling with figures. The management 
accountant of tomorrow will have to plan ` 
the figures he will be juggling with, one, — 
two or even five years ahead and (be 
he will have to get down to the business 
of making sure his planned figures — 
materialize. And this involves under- 
standing management and being part. of | 
it.’ S 
The dates for the first two of these 
courses have been arranged for March 
11th-16th, 1973, at the Burlington Hotel, i 





























exclusive of accommodation, and app 
tions should be addressed to The Instit 
of Cost and Management Accountants, 63 
Portland Place, London WiN AAR, 


winter, will he take all possible steps to 
expedite the release of the remainin 
outstanding credits, including, of course, 
his own? 

Mr Barger: The trouble is that I hav 
lost my certificates. But I have arrange 
that repayments of credits to claimant 
like myself who have lost certificates wi 
begin on January rst. 


Hansard, November 28th. 
answers, col. 227. 


o 


inspectorate of Taxes: Struct 


Mr SHELDON asked the Chancellor < 
the Exchequer if he will give the pres 
structure, with numbers employe 
each level of the Inspectorate of Tax 
at the latest available date. 

Mr Hiccins: On October 2nd, 1972, 
the structure of the Tax Inspectorate 
was: 

Chief Inspector of Taxes .. 

Deputy Chief Inspector of Taxes 

Senior Principal Inspectors of. 

Taxes .. ei 
Principal Inspectors of Taxes 
Senior Inspectors of Taxes 


Inspectors of Taxes (Higher Grade) 
Inspectors of Taxes o A 





Hansard, November 8th. Writte 


answers, col. 186. 
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The Institute of Taxation 


PRESIDENT: H. WARBRICK, F.C.C.A., F.C.LS., FTL 
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The Institute of Taxation exists to promote the study of, and the interchange 
of information about, taxation among members of different professions. Conferences 
and lectures are held and members receive regular circulars, digests of tax cases 
and annotated copies of legislation. Representations are made on technical aspects 
of taxation. 

Those not qualified for membership may subscribe to a scheme under which 
they receive all the publications, except that the circulars are occasional only and 
deal with general matters as distinct from those of specialised professional interest. 

Full particulars of membership, which is by examination, and of the subscriber 
scheme may be obtained from: l 





The Secretary: The Institute of Taxation, Clifford's Inn, London, EC4A 1DE. 




















AIDS TO THE ACCOUNTANCY PROFESSION , 


CAN WE HELP YOU? 


y = i i; 
Use our Computer and Advisory Services 


for Your Small and Medium-size Clients 


[] Sales Ledger and Credit Control 
C] Management Accounts 

C] Cost Accounts 

[| Regular Book-keeping 

C] VAT Service for Smaller Clients 


for Your Own Practice 

[] Job Costing 

[|] Debtor Control 

[|] Accounts for the Practice 

C] Company Formations and Company Searches 


The above services cost from as little as £10 per month. 


There are NO programming costs, NO capital costs, NO monthly minimum ~ 
commitments. SE 






For Value Added Tax we can also provide an advisory and Accounting Service. 









We are happy to discuss specific or general matters without obligation. P 
telephone or write to: = 
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If we can 
trust you, 


we cant 
trust anyone. 


We, at Charterhouse, have started a 
a scheme for lending money to professional 
people. 

Its based on the fact that you have one 
major asset. 

Your qualification. 

Suppose, for example, you needed 
a loan to buy your way into a partnership. 
We'd have no qualms in helping you because 
we know that having set yourself up, you'll 
have no trouble paying us back. 

You may need any number of things: an 
extension to your house, a new car or even 
a boat. 

Anything from £1,000 to £5,000 or 
more. You find a use for a loan and we would 
expect to provide it. 

And because were limiting this facility 
to professionally qualified people, were able 
to spend more time over each individual 





case. More time in deciding over what 
period you pay back. And give a little more 
thought to your own unique situation. 
What's more, we can usually include 
life assurance cover without additional cost. 
Our loan scheme for professional 
people is operated by Charterhouse Japhet, ` 
a long-established City merchant bank 
and part of the Charterhouse Group. 
For further details either phone 
Harold Holmes at 01-248 3999 or write to 
him at the address below. 


Charterhouse. 


Charterhouse Japhet Limited, 1 Paternoster Row, 
St. Pauls, London EC4P 4HP 
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Segmented Financial Reporting 


“HARTERED accountants, though jealous of their 
‘autonomy at home, can collaborate with kindred bodies 
overseas in remarkably effective fashion. One example of 
this has been the success of the Accountants’ International 
Study Group, formed in 1966 by the three chartered 
Institutes of the United Kingdom, the Canadian Institute 
of Chartered Accountants, and the American Institute of 
Certified Public Accountants. These bodies, it must be 
admitted, have the advantage — at least within acceptable 
tolerances ~ of a common language; further, the initial 
establishment of a competent and regulated accountancy 
profession in the American continent owed much to UK 
influence. 

The AISG objectives have been declared as “To institute 
comparative studies as to accounting thought and practice 
in participating countries, to make reports from time to 
time, which, subject to the prior approval of the sponsoring 
Institutes, would be issued to members of those Institutes’. 
The fifth in its series of papers, Reporting by Diversified 
Companies, derives initially from a draft by the Study 
Group’s American members. 

It is no uncommon experience, particularly in developed 
economies such as those of the AISG member-States, for 
individual businesses (or groups of companies, which are 
‘required to present consolidated accounts) to engage in 
two or more lines of business with significantly different 
characteristics. Different segments of their operations may 
be subject to significantly different rates of profitability, risk 
“and growth potential; and — in general purpose financial 
statements — information about separate segments may be 
obscured. Three particular facets of this problem to be 
examined by the AISG in this latest paper are: 

The need of investors and creditors for segmented 
-financial information, and the desirability of providing it; 
Technical problems of identifying segments, allocating 
common items between segments, reporting inter- 

“segment transactions; 























Auditors’ responsibility for attesting information o 
individual segments. SE 
‘Though the paper reaches, as one of its conclusions, tha 

‘financial statements of diversified companies should includ 

information on separate segments’, it fairly recognizes t 
not insubstantial objections that exist to segment 
reporting. Accounting techniques, it is pointed out, cann 
in themselves evaluate and convey information about sü 
matters as the capabilities of management or the capa 
of plant; nor the extent to which a product, not yet at t 
revenue-earning stage but considered vital to the company 
future, may merit development at the expense of other. 
more immediately profitable, segments. Further, implemen 
tation of segmented financial reporting involves necessarily 
a degree of subjective estimation and compromise which is 
not without an effect on the completeness and reliability of 
the end product. Unless investors as a class are reasonably 
aware of these limitations, the inferences drawn from thi 
information may not be justified. 

Legislation and practice in the AISG countries is no 
uniform. Thus, whilst both UK and Canadian companies 
legislation requires disclosure of sales or gross revenu 
appropriate to each class of business where these. are 
substantially different from one another, no guidance i 
given in either statute on definition of ‘substantially differ 
ent’ or on the element of materiality, save that UK com: 
panies whose turnover does not exceed £250,000 are exempt | 
entirely. In the USA, disclosure of segmented information 
in annual reports is discretionary, though the SEC require 
ments instruct companies to give ‘appropriate consideration 

. to all relevant factors’ in determining diverse ‘lines o 
business’ —a phrase not otherwise defined. Apart from ‘lines 
of business’, other forms of diversity recognized by th 
SEC are ‘classes of similar products or services’; busines 
likely to be significantly influenced by a single customer o 
group of customers; and operations in foreign countries. 

Professional pronouncements in both Canada and th 








USA favour segranted reporting, though the latter E 


considerable flexibility in that it neither defines the key 
phrase ‘industry segments’ nor discusses the element of 
materiality. T he UK profession has not yet committed 
itself to any formal pronouncement on the subject ~ an 
omission that the Accounting Standards Steering Committee 
may yet rectify, though it is not on the Committee’s imme- 
diate list of studies (The Accountant, May 7th, 1970). In 
practice, a significant proportion of public companies in all 
‘three countries do publish segmented information; those 
not doing so in the UK, having regard to the terms of the 
relevant legislation, ‘may reasonably be assumed to have 
considered their business to be of a single class’. 
Disappointingly little attention is given in the paper to the 
responsibility of independent auditors in relation to seg- 
‘mented financial reporting. In Canada, segmented infor- 
ation on sales or gross revenues is required to be disclosed 
n a note to the financial statements, and is thus in a form 
covered by the audit report. In the UK and USA, auditors 
re not required to report on information presented for 
egments of a diversified company, though some American 
ditors, it is stated, ‘have recently begun to extend their 
‘reports to include segmented information’. In Canada, 
rior to legislative requirement, there was an increasing 
endency to give such information, but no more than one in 
ree of the companies affected gave it in a form covered by 
i audit report. The AISG recommendations at this point 
„that such information should be examined and reported 
pon by independent auditors, and that ‘consideration 
ould be given by the participating Institutes to issuing 
echnical pronouncements on the problems of examining 
nd reporting on segmented information, to facilitate 
eporting by independent auditors’. 
In the prevailing climate for more informative standards 
of financial reporting and disclosures in advance of the 
ninimum. required by law, it is hardly surprising that the 
ISG should have come out predominantly in favour of 
egmented reporting. As a guide to the inevitable problems 
of implementation, it recommends that segmentation on 
he basis of ‘industry identification’ should be considered a 
ecessary minimum, with segmentation on further bases — 
. geographical location — superimposed if significant 
ifferences exist in profitability, growth and risk. Infor- 
nation presented, it is recommended, ‘should be chosen 
ith the objective of furnishing reliable indicators of each 
ment’s size, relative profit contribution and growth 
rend’; and information beyond the ‘segment margin’ of 
ss revenue less identifiable costs ‘may be presented on a 
segmented basis if its reliability is not lost through an 
xcessive number of arbitrary allocations of common 





































-To meet the objection that segmented information may 
be readily understood by the user, the AISG further 
féeommends disclosure of the underlying bases. Suggested 
a8 d°minimum are ‘the general philosophy used to separate 
i¥ities into segments and the general nature of activities 
fined on within each segment; the nature of common 





costs | “and fatepasement transactions and the methods 


chosen to handle them; and information necessary to 
reconcile figures for separate segments to the related figures 
in the aggregate financial statements’. 

Undoubtedly this latest production will give the profes- 
sion in all three countries much to think about, in afield 
whose significance is likely to grow rather than to diminish. 
Though no one country’s practice at present meets the 
Group’s desiderata in their entirety, Canada is perhaps the 
most advanced of the three, and the United Kingdom, sadly, ` 
is seen to be lagging a little. 

Commending the paper to its readers, a foreword by 
Mr D S. Morpeth, T.D., B.COM., F.C.A. (since succeeded 
as Chairman of the AISG by Mr Robert M. Rennie, C.A. 
(Canada)) hopes that the series as a whole ‘will lead to 
enhanced international co-operation within the accounting 
profession’. 

It is not the least of the AISG’s several advantages: that 
its operations take place away from the glare of publicity 
and sectarian pressures, each country contributing from 
its own knowledge and experience. Previous studies have 
been Accounting and Auditing Approaches to Inventories ` 
in Three Nations (1968); The Independent Auditor's Report- 
ing Standards in Three Nations (1969); Using the Work and 
Report of Another Auditor (1969); and Accounting Jor 
Corporate Income Taxes (1971). A sixth paper, Consolidated 
Financial Statements, is scheduled to appear in the New ` 
Year. 
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Companies and the EEC - 
Shape of Things to Come? 


pe 54 (3) (g) of the Treaty 
f Rome, which imposes on 
member-States of EEC the obligation 
to co-ordinate the safeguards required 
of limited companies, has been 
brought into some prominence of late 
~both by the joint ICA/FT confer- 
ence on “The British Company in 
Europe’, reported on other pages of 
this issue, and by two proposed 
directives which are currently under 
scrutiny by the Council of The Insti- 
tute’ of Chartered Accountants in 
England and Wales. 

‘One of these is an un-numbered 
draft directive dealing with the re- 
quirement for issue of a prospectus 
as a condition of the admission of 
securities to quotation on a recognized 
stock exchange. In the words of the 
draft (our translation of definitive 
text in French), ‘the fact that issuing 
houses are faced with differing re- 
quirements, more or less exacting, on 
admission to quotation in various 
member-States may in effect vitiate 
their choice between exchanges in 
seeking quotation for their securities 
[and/or] discourage them from seek- 
ing quotations in other member-States. 

. Undoubtedly, in a number of 
cases, European issuing houses will be 
obliged to publish, in consequence of 
the directive, details which they have 
not hitherto been accustomed to 
disclose.’ 
~~ Tt: would be sufficiently apparent 
from this draft, even if the fact were 
not categorically stated, that the 
London and New York requirements 
for admission.of securities to quotation 
are considerably stricter than those 
which prevail in Europe. “The experi- 
ence of these countries [the UK and 
USA] demonstrates that issuing houses 
have not been embarrassed by exten- 
sive disclosure requirements; rather 
have they benefited by improved 
sources of finance, and by a closer 
relationship with the general public.’ 
The expressed aim of the present draft 
co-ordinate the information 
hed i in member-States by com- 






pub 


panies seeking quotation, and to ele- 
vate the standard of that information ; 
prospective advantages would include 
simultaneous or consecutive admis- 
sions to quotation in several member- 
States, and stronger financial markets 
in Europe. 

The other draft at present being 
studied by the ICA Council is the 
proposed directive No. 5 dealing with 
the structure of major public com- 
panies ~ variously designated in 
Europe as SA, AG, SpA or NV. The 
principal feature of this directive — 
proposed mandatory adoption of the 
two-tier board structure — formed the 
subject of a leading article in The 
Accountant for October 12th. Among 
other proposals of interest in the draft 
text are improved powers to convene 
general meetings; the right of that 
number of members who may convene 
a meeting to require the addition of 
one or more items to the agenda of a 
meeting already convened; specific 
prohibition of artificial obstacles to 
participation at a general meeting; 
and independent audit of accounts by 
appropriately qualified persons. ‘De- 
tailed provisions to this end’, it is 
said, ‘cannot be included in this 
directive, and a special regulation is in 
course of preparation’. 

We hope to deal more fully with 
both these publications in a forth- 
coming issue of The Accountant. It 
should be noted that English is not at 
present an EEC official language, and 
that definitive English texts of these 
and other EEC drafts are not therefore 
currently available. 


R-R Tax Losses 
Disputed 


Io relief for the ‘vast’ trading 
losses incurred by Rolls-Royce Ltd 
prior to June 18th, 1971, cannot be 
carried forward for the benefit of 
Rolls-Royce Motors Ltd. This is the 
substance of a decision of the Special 
Commissioners recently. 


The Commissioners’ decision, it 


was authoritatively stated this week 
is no more than a first step. whic 
does not finally dispose of the matter 
in particular, the Commissioners hav: 
yet to state a case with a view to 
possible appeal. 

A claim for the benefit of thes 
losses had been pursued by the R 
receiver, Mr E. R. Nicholson, F.c.a, 
and by Rolls-Royce Motors. Ltd, 
with the ‘unanimous support’ of their 
respective advisers. A spokesman fo: 
the receiver declined to give any 
estimate of the possible effect of this. 
claim on the eventual distribution: t 
creditors or shareholders of the ol 
company; the present proceedings, h 
said, represented only one of severa 
options which were being pursued mm. 
the interests of all concerned. 































Australian Institute's 
New President 


R E. H. BURGESS, F.c.a.(ausr. 

senior Adelaide partner in. th 
firm of Edwin V. Nixon & Partner 
and Arthur Young & Company 
Chartered Accountants, has beer 
elected President of The Institute o 
Chartered Accountants in Australi: 
for 1972—73. 

Mr Burgess has been a member 
the General Council of the Australi 
Institute since 1967 and a Vice- 
President since 1968. He was chair 
man of the South Australian branch. 
in 1970-72, and has presented several 
technical papers at state, national and 
international congresses of accounting 

Apart from his professional activi 
ties, Mr Burgess has made man’ 
contributions to public life. He is 
member of the Finance Comm 
and the Faculty of Economics- at 


Mr E. H. Burgess 





University of Adelaide, a member of 
the Adelaide City Council from 1961 
to 1971, Secretary of the World War II 
Services Welfare Fund in South 
_ Australia for 19 years from 1952 and 
= “currently Secretary and Treasurer of 
the Adelaide Festival of Arts. 

" He served for five and a half years 
with the AIF in the artillery as a 
general staff officer. He attained the 
rank of major, and was mentioned in 
despatches. From 1957 to 1962 he was 
_ honorary Australian commissioner for 
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VAT - Further Thoughts 
on Retail Schemes 


HE Government has again modi- 
fied its views on the application of 
the special VAT schemes for retail 
traders (The Accountant, September 
4th). In particular, it has agreed to 
bandon the one-eighth ‘surcharge’ 
riginally intended to apply to small 
etailers opting for “Scheme 2’. 

This scheme was designed for the 
benefit of small traders whose annual 
‘turnover did not exceed £50,000 and 
hose records would not readily 
differentiate between sales of standard 
‘rate and zero-rated goods. Gross 
takings were to be split in proportion to 
amounts payable to suppliers for 
taxable and zero-rated goods respec- 
tively, and the former used as the 
‘basis for the retailer's own VAT 
liability. 

~The one-eighth ‘surcharge’ was 
proposed to take account of differing 
profit margins on various classes of 
‘goods, and had been objected to, in 
“particular, by a number of small cut- 
“price retail grocers. The new relaxa- 
tion will be welcomed by all those 
small traders ~- and their accountants — 
who had been put into the position of 
estimating whether potential savings 
in VAT paperwork under Scheme 2 
were worth risking the necessarily 
¿arbitrary effect of the surcharge. 
~~ Under all four retail special 
schemes, retailers will be allowed the 
option of including supplies to custo- 
“mers in ‘gross takings’ at the time 
when the customer’s account is deb- 
ited, and not necessarily when the 
account is paid. This is expected to 
benefit retailers and service traders with 
> a-high proportion of credit business, 
or where delays occur between de- 
__. livering goods and making payment. 















R MALCOLM HOWE, MA, 

has been appointed Wn the Lon 
don and District Society e 
Accountants as the principal of its 
new service to introduce prospective 
articled clerks to firms in Central and 
Greater London. 

The service will open on January 
Ist, 1973, and will be known as the 
Chartered Accountants Students In- 
troduction Service, or CASIS. It will 
replace the Appointments Service 
(Articled Clerks) administered by The 
Institute of Chartered Accountants in 
England and Wales under the direc- 
tion of Mrs Gwen Baker, which closes 
on December 31st. Mrs Baker will 
continue to run a student counselling 
service which will include visits to 
schools. 

Mr Howe, who is a recruitment 
officer at the Central Electricity 
Generating Board, is aged 34, and was 
educated at Bolton School in Lanca- 
shire and at Trinity College, Cam- 
bridge, where he obtained an Honours 
Degree in Natural Sciences. He also 








Mr Malcolm Howe 


holds a Diploma in Management 
Studies and is a Graduate Member of 
the Institute of Personnel Manage- 
ment. 

Before joining the CEGB, Mr Howe 
was Head of the Chemistry Depart- ` 
ment at Ellesmere College in Shrop- 
shire. His hobbies. are heraldry, 
genealogy and mountaineering. He ` 
enjoys travel and is interested in ` 
gastronomy and wine. 


Applications for Investment Grant 


HE Department of Trade and 

Industry has accepted since 
October ist, 1972, applications for 
investment grant in respect of capital 
expenditure incurred in the period 
April rst to June 30th, 1972. Such 
applications have been payable from 
October Ist, 1972. 

The Department now announces 
that applications in respect of the 
following quarter July rst to Septem- 
ber 30th, 1972, will be accepted from 
January 1st, 1973, and that payment 
on such applications, after approval, 
will begin from that date. 

The new regional development 
grants will not be paid on expenditure 
towards which an investment grant 
has been made. However, application 
for a regional development grant may 
be made towards capital expenditure 
on new machinery or plant in develop- 
ment areas defrayed after March 2rst, 
1972, on which application for invest- 
ment grant is not being made, even 
though the expenditure relates to an 


asset towards some expenditure on 
which an investment grant has been 
made, provided the asset was not 
delivered or completed before March 
2and, 1972. 

The Department reminds applicants 
that, by virtue of the Investment 
Grants Termination (No. 2) Order 
1972 and of the Direction made under 
it on February 18th, 1972, no invest- 
ment grant will be made in respect of 
expenditure incurred in the period 
October rst, 1969, to March 31st 
1970, unless application on the appro- 
priate form and accompanied by any 
relevant documents including a report 
by an independent accountant is made 
to the Department of Trade and 
Industry before January Ist, 1973. 
Applicants should ensure that they 
have duly completed. the appropriate 
form and forwarded it to the reporting 
accountant in time to enable him to 
examine and report on it and for the 
documents to be received by one of the 


Grants Offices by December 3 1st, 1972. 








December 14th, 1972 





The Association's 
Charter Petition 

"HE Association of Certified Ac- 

countants this week issued the 
following statement : 

‘According to recent press reports, 
Mr Anthony Howitt, speaking at the 
opening of the SW. Lanes Branch of 
the Institute of Cost and Management 
Accountants last week, said that the 
‘Royal Charter applications of his 
Institute and of the Association of 
Certified Accountants would not be 
‘considered for some time or until the 
merger talks between the two bodies 
had been finalized. 

‘While this statement may indicate 
the general intention of Mr Howitt's 
own Institute, it is not the programme 
envisaged by the Association. On 
the contrary, following the approval 
by members of the draft Petition, draft 
Charter and draft bye-laws at the 
Association’s extraordinary general 
meeting on November 28th (The 
Accountant, November 3oth), the 
Council proposes to submit these 
documents formally to the Privy 
Council as soon as possible. 

‘So far as concerns the merger 
proposals, the Association’s position 
is clear, namely that it is prepared to 
proceed only with a scheme providing 
for full recognition of whatever body 
of accountants might emerge. The 
Association is ready At any time to press 
forward urgently with such a plan.’ 


New Education and 
Training Proposals 


N anticipation of approval by the 

Privy Council of changes in the bye- 
laws, accepted by members at a special 
meeting last September, the Council of 
The Institute of Chartered Account- 
ants in England and Wales this week 
released the first of a new series of 
‘Education and Training Papers’. This 
deals with maximum and minimum 
periods of study leave, eligibility to sit 
for. a particular examination, conver- 
sion. courses for graduates who have 
not followed ‘professionally relevant’ 
degree curricula, and the nine months’ 
foundation course. 

Graduates entering the profession 
are particularly advised of the signific- 
ance of the date of October 31st in 
each calendar year, since entry into a 
training contract on or before that 


“ACCOUNTAN 


date may affect by several months the 
earliest date at which they may attempt 
Part II of the professional examination. 
Those graduates in ‘non-relevant’ 
disciplines whose requirements for 
examination leave — by virtue of the 
necessary ‘conversion’ course — are 
likely to exceed the permitted maxi- 














mum of 26 weeks within a three-ye: 
training contract may still be able to 
avoid deferring the date of their Part I] 
examination by entering into a traini 
contract not later than September 12th 
in the year of graduation. 

The full text of the Council’s 
statement is set out on other pages. 





Joint Society in Guernsey 


HE recent formation of the 

Guernsey Society of Chartered and 
Certified Accountants ‘had achieved 
something really worthwhile and long 
overdue’, said Sir William Arnold, 
Bailiff of Guernsey. Proposing the toast 
of the Society at its inaugural banquet, 
the Bailiff continued : 

“An association of this sort em- 
phasizes the important role that the 
profession plays in the economic life 
of our community. Now you can 
speak as one body, and I do con- 
gratulate you all in coming together 
in this way.’ 

Distinguished representatives of the 
profession added their good wishes. 
For The Institute of Chartered Ac- 
countants of Scotland, Mr G. C. 
Patterson, C.A., Past-President, said 
that the Society could do nothing but 
good. Mr T. O. W. Newman, F.C.C.A., 





The President of the Guernsey Society of Chartered and Certified Accountants. Mr G.D. Kerr 
C.A. (fourth from left) with his principal guests at the Society's recent inaugural bang 
Mr G. C. Patterson, CA Past-President of The Institute of Chartered Accountants of Scotland, 
and Mrs Patterson; the Bailiff of Guernsey, Sir William Arnold; Mr T. O. W. Newman, EC: 
F.C.1.S., Vice-President of The Association of Certified Accountants, and Mrs Newman) Mi 
G. D. Kerr; and Mr E. K. Wright, MA F.C.A., Deputy-President of The Institute of Chartered: 


Accountants in England and Wales. 


























F.C.L8., Vice-President of The A 
sociation of Certified Accountants, 
said: ‘We are all accountants, with 
the same objectives of raising the 
standards of the profession, giving 
new entrants good training, and giving 
our clients the best possible service 
Mr E. K. Wright, M.A., F.c.a., Deput 
President of The Institute of Char 
tered Accountants in England and 
Wales, stressed the importance of 
active participation by members 
the profession was to be success 
and dynamic; just as no man was an 
island of himself, so every accounta) 
must be a piece of his Institute and 
part of his profession. 

Responding to the Bailiff’s toast, 
Mr G. D. Kerr, c.a. President of t 
Guernsey society, said that it would 
pursue closer relationships with 
government and with other profes- 
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“= sional . societies. The 
= ‘Europeanization’ presented a great 
— challenge to all engaged in Guernsey’s 
industries, and he hoped that it 
` would prove possible, within the 
SEEC framework, to produce new 
company law and other legislation 
- “common to all the Channel Islands. 
o The Islands could become a big 
“money centre in association with EEC 
„and if Guernsey was to achieve its 
“share, then its financial institutions, 
-the professions and even some of the 
States boards and committees might 
have to streamline their procedures 
in order to provide the efficient 
service which would be required. 

Mr F. W. W. Chandler, Dao, 
D.F.C., F.C.A., proposed the toast of 
‘Our Guests’, to which Conseiller 
E: D. Collas, "President of the States 
Advisory and Finance Committee, 


impending | 
























Te Attorney-General will be asked 
next Monday by Mr S. Clinton 
Davis (Lab., Hackney, Central) to 
introduce legislation to enable a sub- 
stantial proportion of the capital of 
dormant funds under the control of 
the Supreme Court to be applied for 
national purposes. 


On the following day, Mr Bruce 
Millan, c.a., (Lab., Glasgow, Craigton) 
will ask what special steps the Chan- 
cellor of the Exchequer is taking to 
ensure that oil companies operating in 
the North Sea pay British tax on 
profits. There are indications that the 
Government is, in fact, considering an 
increase in the present royalty rate of 
12} per cent, possibly to 15 or 16 
per cent, though some oil company 
officials are forecasting a special cor- 
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THEY SAY HE'S AN 
ARDENT PRO- 
O MARKETEER 


MV 












THIS IS MY LIFE 


Dog Eats Dog 


by An Industrious Accountant 


| MET the chief accountant of our big local firm of building 
A contractors at lunch recently. We had met before. We 
smiled and chatted on casual matters, and ignored that 
unfortunate incident of twenty years ago. 

-Tt happened when the senior partner of our auditors was 
having his annual chat with our directors about the year’s 
accounts. Dialogue ran true to form at first, rehashing 
decisions already implemented on the transfers in or out of 
reserves or on tax provisions, but suddenly the deputy- 
chairman started a new hare. He was unfortunately our 
senior executive at the time, as the two leading directors 
were out of town. 

He grumbled about our steadily rising costs (he’d have 
burst a blood-vessel had he known what they’d be in 1972) 
and our auditor at length mentioned his firm’s newly- 
formed consultancy section. Something separate from 
routine auditing, orientated to investigations of policies and 
= systems, trained in O & M, essentially budgetary-control 
conscious, barked our over-enthusiastic watchdog, and 
our deputy-c took the hint. Within minutes they’d arranged 
` to have the top bloodhound sniff us over the next week. 

. When he arrived he talked privately with the deputy-c, 
“rather to the annoyance of my subordinates, who'd expected 
to participate in whatever scrutiny was initiated. I calmed 
_. them down by suggesting that the visitor would probably 
_ concentrate on sales areas first and consult with us later, 




















poration tax rate of 50 per cent. 











but I wasn’t surprised when he came to me early next. 
morning, ; 

He was tall, dark and handsome, in the old phrase, with- 
eyes gleaming through his spectacles, and he adopted a sort ` 
of dynamic approach. The deputy-c had expressed concern 
over the increase in discounts granted to customers, he 
explained. These discounts were my responsibility; the 
figure was too high; what plan had I to effect a reduction? 

Discounts to customers derived from a rather ancient 
and complex set-up, I commenced, but he cut in briskly ro ` 
say he was well aware of this. He was interested in the ` 
solution, not the problem. What was the remedy? 

I don’t like being hounded in my own territory; on what 
grounds did he assess the figure as too high, I asked. He. 
said that it was 14 per cent up on last year, and I retorted ` 
that it was lower as a percentage of sales. He said it was. 
still too high, and I rejected his statement unless he had a. 
yardstick to measure the cost. He said triumphantly that. 
he had access to the accounts of two other stores his firm ` 
audited, and our discount rate was the highest. I challenged 
him to name them; I knew the set-up in the trade. Hackles 
rose and fangs were bared. e 

He became patronizing. I could hardly ask a chattered 
accountant to be so indiscreet, indeed so unethical, as to 
disclose clients’ names — let alone their costings ~ to their 
competitors, was his rejoinder, He slipped up there. If the 
stores in question were Exe Ltd and Wye & Co, I told 


him (I knew his firm audited their accounts), then his 


comparison was misleading. They had net cash liquor and ` 
grocery departments whose sales would inevitably pull 
down the calculation of the over-all percentage. We didn’t 
have these departments. 

He was an honest man. He went crimson and apologised ` 
handsomely. We salvaged some sort of co-operation finally; 
but the word got around, and he was called off the scent. 
soon. So much for professional esprit de corps. 








SCHRODER 
FLEXIBLE 
BOND 


A new investment opportunity 
from Schroder Assurance. 


You can recommend Schroder Flexible Bonds As a world-famous merchant bank, Schroders have 
to your clients with every confidence. Schroder all the expertise and resources required to manage 
Wage, merchant bankers, have a well proven a Flexible Fund. Their intimate knowledge of home 
record of investment success, and are entrusted and overseas markets is backed by strong interna- 
with funds worth hundreds of millions of pounds. ` tional connexionsand depth of investment research. 











FIVE SPECIAL FEATURES 


® A balanced portfolio of equities, 
fixed interest and property. 


® Active management by Schroders’ 
experts. 


® Up to 10% a year free of income 
tax can be drawn. 


® Bonds can be cashed at any time : 
without penalty. 


© Special tax advantages. 










For full details of Schroder Flexible Bonds, other 
contracts and agency terms please get in touch with 
John Stonham at Schroder Assurance Limited, 
120, Cheapside, London EC2V 6DS. 

Telephone: 588 4000. 









Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects and 
client firms: Consultants are always available to discuss 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and — without any 









in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 
More than 200 Professional firms “utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. — up to £5,000; Overseas — up to 
£10,000. 


Commerce and Industry: R, Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000-4, 

Temporary Staff: M. Farrer, 01-628 0391. 

Terms are better than is usual for temporary assignments. 
EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me nou and 


I shall let you know within the hour. 
R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


47 Finsbury Court, Finsbury Pavement, London EC2A 1HT 

































ady Resident 
requests 
your support 


For many years the great ones of the land 
have asked you to support our annual appeal. 
This year, as one of the nine hundred elderly 

residents of the Methodist Homes for 

the Aged, | thank you for your generosity 

in the past and trust you will be able 
to continue your help. 

There are now thirty Homes and | feel 
| am greatly privileged to spend my old age 

in such comfortable, happy and friendly 

circumstances. There are many thousands who are 

not so fortunate and it is for their sake 

| appeal for funds to build even more of these 
truly wonderful havens of freedom and security. 


KING’S INVESTIGATION BUREAU 
LIMITED 


Criminal and Commercial Investigations 


Cases of Conspiracy and Fraud. Internal Thefts 
and Extensive Pilfering. Corruption and Leakages 
of Commercial Information. Surveillance and 
Undercover assignments. Character and ante- 
cedents of individuals and bona fides of business 
concerns. Financial Investigations and enquiries 
into matters arising from Bankruptcy and Com- 
pany Liquidation proceedings, Specialist Security 
Services including Security Surveys covering 









Please bring this appeal to the attention of your clients 
when they consult you concerning legacies or codicils. 


ff 
(Methodist 
Hons for the Aged 


General Secretary: Rev. R. J. Connell, M.B.E., B.A., B.D. 
1 Central Buildings, Westminster, London SW1H ONS 





Control Procedures. Counter Industrial Espionage 
assignments. 





CHANCERY HOUSE 
53/64 CHANCERY LANE 
LONDON WC2A 10U 
Telephone 01-405 0343 









This Bureau does not undertake enquiries 
in connection with matrimonial matters or 
industrial disputes. 














form-filling — study the classified registers. Over 500 vacancies. ~ 



















Computer Operations and confidential Data EO 







































The British Company in Europe 


AST week’s conference on ‘The British 
LL Gompanx in Europe’, jointly spon- 
sored by The Institute of Chartered 
Accountants in England and Wales and 
the Financial Times, attracted an audience 

of several hundreds from both the UK 
and overseas. 

Opening the conference, the Minister 
for Trade, Sir Geoffrey Howe, Q.C., 
M.P., spoke of the role of the limited 
company and of the development of 
company law for the benefit of the whole 
community ~ shareholders, creditors, 
employees and the State. There were 
national differences of opinion, he said, 
as to what safeguards were desirable or 
practicable. 

Under the ‘rights of establishment’ 
provisions of the Treaty of Rome, 
companies in any EEC member-State 
might have members or creditors in 
another. He referred to the provision of 
article 54 (3) (g) for ‘co-ordinating to the 

“necessary extent the guarantees 
which member-States require of com- 
panies’ and outlined the draft directives 
Nos 2 to 5 at present under consideration. 
The minimum capital, requirement of 
25,000 ‘units of account’ proposed in the 
second directive should be applied, he 
thought, to public rather than to private 
companies; there were far more such 
companies on the British register than in 
any other European state, and the burden 
of applying the directive to all of them 
would be disproportionate. 


Laws and taxes 
Mr Theodore Vogelaar, of the European 
Commission Directorate-General, out- 
lined EEC policy on the harmonization 
of laws and taxes. This, he said, had not 
been conceived solely to make life for 
British companies more easy; the British 
company in Europe was only part of the 
question, and some sacrifice of traditional 
rules and habits were required to meet 
the common cause. 
The need for legislative harmonization 
was linked to the free movement of goods, 
persons, professions and companies. VAT 
had been evolved as a common tax base, 
he claimed, to avoid concealed fiscal 
subsidies in individual states; likewise, 
there must be a uniform system of cor- 
poration tax if movements of capital were 
‘not to be artificially influenced. Uni- 
formity was also necessary in such res- 


Minister Opens London Conference 


pects as professional standards, disclosure 
of information and protection of minority 
rights, 

He forecast that any approach to 
complete uniformity would take a very 
long time and involve the Community in 
a number of battles; thus he preferred to 
stick to a few essential features ~ common 
working definitions, avoidance of abuses 
by exploiting abnormally lenient local 
jurisdictions, and the protection of 
significant interests ~ in the hope of early 
co-ordination. In the field of company 
law, nearly all of whose provisions were 
aimed at protecting someone or other, 
none of the four draft directives, Nos 2 
to 5, had yet been adopted. 

If Europe was to achieve its full 
economic potential soon, a common 
legal framework must be evolved. He was 
confident that British voices at the draft- 
ing table would make a constructive 
contribution to the welfare of all. 


The British company 

Speaking on ‘The British company and 
the harmonization of laws’, Mr J. P. 
Grenside, F.c.A., argued that the Com- 
mission’s proposals to date had been 
significantly influenced by German and 
French thinking, based on a background 
and environment fundamentally different 
from those of the UK; Continental 


A member of the EEC Directorate-General, 
Howe, Q.C., M.P., Minister for Trade (right) who opened the conference. 


countries favoured a prescriptive com- 
mercial code, there was less publ 
interest in the stock market, the requir 
ments of Continental exchanges werevin 
general less stringent than those of 
London, and audited consolidated ae 
counts were exceptional. R 

Five directives — of which the. first 
was now definitive and adopted by. th 
European Communities Act ~ had been 
drafted before the UK was able to ‘off 
the benefits of its own expertise, Cor 
pany law harmonization was of particul 
importance to the UK, which had ab 
half a million registered companies; the 
code now to be adopted would set the 
pattern for the future, and once adopted 
it would not be easily changed. He 
thought that, of the directives currently 
in draft, those relating to maintenance o 
capital, mergers, and structure an 
management of companies should ` 
applied to public companies only; t 
UK was unique in having both pub 
and private companies subject to th 
same Acts, and he thought it would: be 
extremely onerous to subject privat 
companies to the full range of the 
proposed requirements. ` 

Outlining EEC policy on competitio 
and monopolies, Dr Willy Schlieder, Di 
ector-General (Competition), referred. to) 
articles 85 and 86 of the Treaty of Romë, 
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_-and in particular to the registration, under 


-article 85 (3), of agreements that might 
<+ infringe its terms; there was provision, he 
said, for ‘negative clearance’ under this 
` section, In general, anything tending to 

= work against the unity of the Market was 
` a prohibited practice. 


= Fair competition 
Businesses contravening these articles 
_ and operating against consumer interests 
— were liable to a fine not exceeding 10 per 
` cent of their turnover — potentially a very 
— substantial penalty; the maximum in fact 
imposed to date in a particular case was 
$500,000. Article 86 outlawed ‘abuse by 
one or more undertakings of a dominant 
position within the Common Market or a 
substantial part of it’, and Dr Schlieder 
suggested that these rules were of equal 
pplication to mergers. 
` Though decisions so far reached on the 
operation of article 85 did not fit any one 
yattern, certain guide lines could be 
rawn; generally, practices aimed at the 
protection of national markets, joint 
“price-fixing or limitation of demand by 
imposition of quotas were disliked, but 
agreements for specialization or common 
¿research could be regarded as permissible 
‘forms of co-operation within article 85 (3). 
: Viscount Watkinson, P.C., C.H., the 
et speaker, declared: ‘We have to 
djust our competition policy to that of 
EEC; if you want to catch a moving 
rain, you have to run fast’. The Treaty 
f Rome, he said, was not self-inter- 
reting; it had to be interpreted by 
“people, and what was called ‘competition’ 
in the UK was not necessarily seen as the 
ame thing on the other side of the 
hannel. Britain must put her own house 
n order, and be seen to do so, before 
eeking to influence Community policies. 
` Historically, Britain had always been a 
world trading power; her present com- 
mitment to Europe was total, but she 
hould try in turn to make Europe more 
yutward-looking to the rest of the world 
n which we live. A market even of 250 
million people was ‘not a large unit’. 
"He described the EEC Commission 
san ethcient and highly-organized 
ureaucracy which was not going to bend 
for Britain’s benefit; at the same time, 
where Britain had a case to express, we 
‘should not be afraid to do so. By any 
‘code of ‘best industrial practice’, the UK 
-could be in the forefront of Europe, and 
indeed of all the industrial nations of the 
world; British industrial and personnel 
relations were by no means as bad as they 
— were sometimes made out to be, and no 
— European country had yet solved its 
inflation problem. 
To read the Treaty of Rome, Lord 
Watkinson suggested, ‘you might imagine 
that Europe was a Charlemagne-like 



































integrated empire’; it was in fact nothing 


of the kind, and many things could be 
altered if Britain knew how and ‘why. 

The case for a European company was 
presented by Mr J. E. S. Fawcett, of the 
Royal Institute of Internationa! Affairs. 
He argued that the three objectives of 
creating internal markets, concentrating 
enterprises and maintaining effective 
competition were not wholly compatible. 
American take-overs had put considerable 
pressure on the European balance of 
payments, and there seemed to be a 
critical size for European companies 
beyond which economies were unlikely 
to be achieved. 

European regulation of concentration 
of enterprises included the UK Com- 
panies Acts of 1948 (sections 150-154) 
and 1967, the German law of 1965 on 
interconnected companies, and a French 
requirement of 1967 for commercial 
registration of groupement dinteréts 
économiques. Cross-frontier mergers were 
at present difficult or impossible, as com- 
panies in all member-states were subject to 
national jurisdiction based on the location 
of either the siège réal (registered office) or 
place of incorporation. The European 
company, on the other hand, could. be 
incorporated under the provisions of the 
draft statute in any member-state. 

The harmonization of company law 
in Europe, he said, must aim beyond 
piecemeal improvements. Particularly in 
such fields as the DTI’s powers of in- 
vestigation, the restraint of insider dealing 
and protection of shareholders, the UK 
had a lot to offer. 


The investor in Europe 


As a professional ‘user of accounts’, Mr 
P. W. Freeman — for 20 years a Council 
member of the Society of Investment 
Analysts — thought that fears of the 
effect of Britain’s entry into Europe 
might spring from misunderstanding. 
The Commission was not. out to ‘do’ 
the British, nor should it be thought that 
‘these draft directives have had so much 
put into them that they are not susceptible 
to change’; the Commission had always 
sought uniformity. He did not see the 
concept of the fourth draft directive as 
far removed from the UK ideal of a ‘true 
and fair view’, and referred to the 
influence of the French Commission de la 
Bourse, which he claimed had been 
irstrumental in removing the auditors of 
so French companies from their posts; 
legal proceedings were pending against 
the auditors in four of these cases. 

The serious argument against the 
fourth directive was the distculty of 


harmonizing accounts until accounting. 


principles and audit standards. had ‘been 
harmonized throughout Europe; to har- 
monize accounting principles and to 


build a strong and honourable auditing z 


profession would be a long task. A 
prescriptive form of accounts might at ` 
least serve to concentrate auditors’ minds 
and lend point to their debates. Re- 
membering the pace of development in 
the UK, where some 20 years had 
elapsed between successive Companies 
Acts, how long would it be before the 
EEC Commission completed its ‘mara- 
thon’ round of nine conflicting countries? ` 

‘Plenty of companies’, Mr Freeman 
claimed, ‘take a restricted view of any 


‘disclosure provision; plenty of auditors 


take a narrow view of their responsibilities, 
and are weak towards their clients. It is a 
pity that their certificate [sic] is such a 
blunt weapon’, While the question of 
comparability: across frontiers had been 
scarcely considered until a year ago, there 
was now the opportunity of achieving 
comparability in Europe for the first time 
~ or of losing it for a generation. 
The Community's civil servants, in. 
Mr Freeman’s eyes, were. open-minded ` 
and very able men who: wanted nothing 
but the best for Europe; Britain had the 
opportunity for real negotiation, but 
should carefully select the targets. In 
this respect, Britain’s accounting bodies 
would occupy a central role; they must 
receive support, and be seen to do so. 


Harmonization of VAT 


Though the 1967 requirement for all 
member-states to introduce VAT as a 
common alternative to turnover taxes 
had now been largely completed, Mr 
L. T. Calvelli, F.c.a. (partner, Price 
Waterhouse & Co, Hamburg), pointed 
out that there was still nothing like a 
common VAT in Europe; rates in force in 
different member-states ranged from 4 to 
33% per cent, and prices thus varied 
quite widely, though the common prac- 
tice of zero-rating exports and taxing — 
imports meant that home-produced and 
imported goods could in fact compete on 
equal terms. 

Apart from different rates and structures 
of VAT, he saw frontier controls as ‘a 
quite unnecessary anachronism’ which 
could be dispensed with once harmoniza- 
tion of VAT had been achieved. The 
Council of Ministers had also resolved to 
raise revenue on a uniform VAT base, 
to. ensure that. all member-states paid 
their fair share of the pool. For these 
reasons, he saw it as essential to har- 
monize VAT rates and structures and to 
do it quickly. 

In the definition of.a ‘taxable person’, 
the EEC Commission tended to restrict 
its application to those other than regular 
traders. Among the professions, doctors 


“were regarded as exempt but lawyers 


and accountants taxable; stockbrokers 
would be exempt on the proceeds-of sale 
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of stocks or bonds, but taxable on their 
commissions. The place at which a service 
was performed should normally be that 
of the taxpayer’s residence, as other 
bases introduced an element of choice and 
would be unpredictable in their effect. 

Mr Calvelli was followed by Sir 
Henry Benson, G.B.E., F.C.A., a Past- 
President of The Institute of Chartered 
Accountants in England and Wales, who 
argued strongly for recognition of British 
expertise in any harmonization of Euro- 
pean accounting requirements. The sub- 
stance of his paper is reproduced on 
other pages of this issue. 


Worker participation 

Company board structures in EEC, 
according to Herr Günter Képke, secre- 
tary of the European Metal Workers 
Federation, did not follow a uniform 
pattern, though in some member-states 
the two-tier structure was mandatory for 
companies above a certain size. He out- 
lined the differing powers and responsi- 
bilities of the management board, the 
supervisory board and the general meet- 
ing; the supervisory board function, he 
stressed, was quite different from that of 
management. 

It was, he said, ‘a fundamental right 
of workers to have a say in those eco- 
nomic matters which affect them in the 
company’; economic power involved 
social power and political power. He saw 
a very large demand for more democratic 
power in companies, and in the Com- 
munity as a whole. The new environment 
was creating a population better educated 
and informed than the old, and the 
workers’ desire to participate could be 
expressed either in co-operation with 
management or in conflict with it. In 
Germany and in Holland, the trade union 
viewpoint favoured worker participation 
at top level, though reservations had been 
expressed elsewhere; the Italian unions, 
for example, were reluctant to engage in 
company policy and thus lose the freedom 
of collective bargaining. 


Uniform corporation tax ? 

Mr K. S. Carmichael, CA, well- 
known as an authority on the UK tax 
system, showed. himself no less familiar 
with the European scene. The imputation 
system of corporation tax to be introduced 
into the UK from April 1973 would work 
perfectly well within an isolated com- 
munity, or a uniform community, but 
he demonstrated how the combined 
effects of advance corporation tax and 
double tax relief on income from abroad 
could leave a UK company with the 
alternatives of restricting dividends or 
suffering unrelieved foreign tax. He 
contrasted the corporation tax structures 
of the UK, Germany and Holland, and 


The conference chairman, Viscount Watkinson, PC CH. 
Dr Willy Schlieder, Director-General (competition) of the EEC Commission. 


speculated on the effect on mergers if 


EEC legislation were to permit the 
purchase of an Italian ‘tax loss’ company. 

European countries generally had 
similar rules on the deductibility of such 
items as depreciation, entertainment 
expenses or directors’ remuneration, 


though as the fruit of detailed pre- 
scription in some cases and a pragmatic 
approach in others. In the treatment of 
royalties, interest and dividends, there 
were wide divergences; royalties might 
attract VAT ranging from 11 per cent in 
Germany to 23 per cent in France, and 
with-holding taxes (including local sur- 
charges) on interest or dividends in Italy 
might rise as high as 36-5 per cent. 


Matter of urgency 


Mr D. L. Nicholson, chairman of the 
British Airways Board, delivered what he 
called ‘a message of urgency’ for British 
companies; whilst the machinery of 
harmonization was grinding on, their 
competitors were making tremendous 
strides to pre-empt the market. With the 
hitherto unusual prospect of continuing 
peace in Europe, the development of 
trans-national industry would cause a 
levelling-up of living standards, wage 
levels and productivity — ‘the only way 
to afford higher wages’ — across Europe. 
He referred to the predominance of 
American-sponsored mergers in recent 
years, and suggested that many British 
companies were now feeling the full 
impact of American competition at home 
as well as in their traditional export 
markets. For some, entry into Europe was 
seen as a way to strengthen their ability 
to compete with giant American enter- 
prises. 

The business community would have 


(eft) in conversation with 


some questions to ask concerning the 
proposed European Company statute; in 
particular, how did the disclosure re- 
quirements measure up to UK company 
law and standard accounting practicë? 
Harmonization should not lead to a 
country adopting less stringent standars 
of disclosure than it had before. Ma 
issues vital to the future formation. of 
joint companies in the enlarged EE 
were still in the process of resolution, and 
must be resolved urgently if Europe was 
ever to realize its full economic potential, 

Summing up the conference, Mr 
P. A. R. Brown, Under-Secretary of th 
DTI, said that enterprise and. adapt- 
ability were still the main characteristics 
of Britain’s commercial leaders. Evolution 
of a true common market by pragmatic 
methods might happen sooner tha 
some expected. Britain should try de- 
liberately to contribute to the framework 
of law for the new Europe ~ which i 
future would be neither ‘at home’ nor 
‘abroad’, but both. 

‘Non-official’ representatives were well _ 
advised to make their views known. to 
their opposite numbers in Europe, and at 
the same time to let their own govern- 
ments know what they were saying; it 
could prove embarrassing if the two 
lines of communication diverged! The 
DTI had enlarged its own ‘harmonization’ 
staff, but the professional bodies should ` 
also be considering what resources th 
could bring to this task. The new Euro 
would not be a place where things just 
‘happened’; deliberate action would 
needed, In this connection, the DTI was 
‘very dependent on external stimulus’ 
about all aspects of company law, so that- 
Britain should progress the right way 
within the enlarged Community. 
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_ by SIR HENRY BENSON, G.B.E., F.C.A. 


TOY long tradition, comparisons are odious and my present 
[task is no exception to this rule. I will, however, try to be 
oth objective and fair. 

“The accountancy profession is, comparatively speaking, a 
young one but it is, nevertheless, of long standing. Professional 
accountants of integrity and competence have carried on practice 
_ this country for between roo and 150 years. Strong profes- 
sional bodies have been in existence for about roo years. The 
‘three. Chartered, Institutes in the UK have a qualified member- 
ship in excess of 60,000. This means that there is not only a 
rge practising profession but a considerable number of mem- 
ers who exert a dominating influence in commerce and industry 
before accounts are submitted for audit. 

‘The UK has been drafting and passing company laws of one 
ort or, another for over too years. Our present Acts have stood 
he test of time: they are highly sophisticated and have a pro- 
md impact on the conduct of business and the presentation 
accounts. A new company law is understood to be in course 





tecommendations and standards 


ice before the end of the Second World War our Institute 
has been issuing to its members, and to the public at large, 
recommendations and pronouncements on matters of accounting. 
More recently, and with the support of other interested bodies, 
it has begun to issue accounting standards which will, in effect, 
be mandatory or departure from them will have to be explained 
nd justified. 

The Stock Exchange, London, imposes strict regulations 
before a quotation can be obtained and enforces a number of 
‘continuing obligations if a quotation is to be retained. Its 
revised listing agreement requires directors to give the reasons 
if they have departed from accounting standards issued by the 
ritish accountancy bodies, There is also the Panel on Take- 
vers and Mergers which primarily governs take-overs and 
ergers but also has a bearing on accountancy matters, in 
“particular the question of profit forecasts and the accountant’s 
related responsibilities. 

` Britain has had a long tradition of establishing businesses in 
verseas territories by subsidiary companies; consolidated 
ccounts have been compulsory since 1948. This has given to 
this country an experience and sophistication in these matters 
which is unmatched anywhere in the world; 7,000 of our 
members live and work in overseas countries. 
+ dt is quite impossible, in a talk of this length, to make a 
“detailed comparison, under each of the above headings, with the 
_ [six present EEC countries and I can only indicate the position 
"mn broad terms. It should be realized that none of the Six has 








+ The substance of a paper delivered to last week’s conference on ‘The 
British Company in Europe’. The views expressed are personal to the 

«author, and do not necessarily reflect the policies of The Institute of 

Chartered Accountants in England and Wales. 7 
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Accountancy Practice 


anything like all the advantages which I have mentioned; 
indeed, no country in the world has all those advantages in the 
same degree. This means that standards and procedures in 
Europe are different, and in some cases lower, than they are 
here. äs SE 

The professional accounting body in Luxembourg’ has only ` 
about 25 members and does not conduct its own separate 
examinations. In the other countries, with the exception of Italy- 
which I shall refer to later, the total number of qualified” 
accountants is by our standards small. In Belgium under 2,000; 
in France under 10,000; in Germany the number of Hit, 
schaftspriifer (which is the qualification most nearly resembling. 
the British chartered accountant) is about 3,000; in Holland 
between 3,000 and 4,000. EE 

Italy is in a different position. It has two professional bodies 
which in total have over 20,000 members. But the accountancy 
profession there is of a rather different nature, as compared with 
that in Britain, Auditing as we understand it is not practised in ` 
Italy. Investors cannot place reliance: upon published accounts, 
because they do not conform with the’standards of full dis- 
closure and fair presentation which we consider important here. 

In Belgium the profession is not as well organized as it is in 
this country. There is no company law; as we know it, in exist- 
ence though a proposed law is being prepared. The standard 
of auditing is less sophisticated. than it is in this country. Certain 
forms of secret reserves are, not frowned upon. 

The accounting profession in France has made noticeable 
strides forward in recent years. A new company law was intro- 
duced. in 1966. The profession is not, however, united and 
auditing in the sense that we know it is, in my personal view, ` 
not as up to date as the standards and procedures normally 
adopted in the UK. 

The profession in Germany is strong and well organized, 
and the training of a high quality. There is a basic difference of 
approach in that the audit is directed primarily to compliance 
with the law and the company’s statutes and not to the true and 
fair view which, as you know, is the dominating factor here: 

The profession which conforms most closely to our own is in, 
Holland, with whom we have a great deal in common. The Dro 
fession is strong and well organized and the training standards, 
though orientated more to theoretical work than ourselves, are 
high. 


Uneven quality 


Taken as a whole it will be seen that the quality of the Six is 
uneven. British corporations going into Europe’ for the. first 
time should examine accounts presented to (hem with care in 
order to satisfy themselves that they are prepared on the same 
principles, and have been subjected to the same audit scrutiny, 
which they have come to expect as a routine in the UK and 
Treland. 
Can we hope for standard accounting practices in the fore- 














































seeable future? With one reservation, which I shall make in a 
minute, the short answer is ‘No’. The Six are not accustomed to 
issuing accounting standards, and our own experience in this 
is comparatively recent. It is also worth observing that, although 
_UEC (an organization formed over 20 years ago and comprising 
the recognized accountancy bodies of 16 countries in Western 
Europe) has as one of its primary objects the harmonization of 
accountancy practice, the progress it has made has been of little 
signizicance up to now, 

You may ask whether the accounting standards issued here 
will be accepted by the Six in the foreseeable future. Again I 
think the answer is ‘No’. Our accounting standards are very 
sophisticated and are geared to UK company law. I think that 
some of our neighbours in the Six would have great practical 
difficulty in either accepting them or applying them. 

_ [made a reservation a moment ago. The Tenth International 
‘Congress of Accountants recently concluded in Sydney showed 
that there was a spontaneous and insistent desire to establish 
some basic accounting and auditing standards which could be 
adopted internationally. If the leading accountancy bodies 
of the world take heed of this situation and can agree upon a 
number of basic standards I believe that there would be a real 
possibility that, in a comparatively short time they would be 
accepted in a large number of countries including EEC. 

Jr is essential to define exactly what we mean by reciprocity. 
Are we talking about reciprocity in the sense of the right to set 
up offices and provide accountancy services freely throughout 
all the member countries of the EEC, or are we simply discus- 
sing the terms on which members of an accountancy body in 
one country can become members of a body in another country? 

My own Institute has long maintained the view (which is 
shared by the other recognized accountancy bodies in the 
United Kingdom and Ireland) that the growing internationality 
of business has created a situation in which qualified accountants 
‘must be free to serve their clients. anywhere in the world, 
without artificial barriers based upon nationality or residence, 
and without restrictions on partnerships or the use of firm names. 
A similar view was unanimously adopted in a study carried out 
in recent years by an international working party, and was 
endorsed by a meeting of the heads of delegations attending the 
Tenth International Congress of Accountants in Sydney in 
October this year. 

There is no statutory control of the right to practise as a 
public accountant in the UK; anyone may offer services to the 
public whether or not he is a member of a UK accountancy 
body. The only restriction is that the audits of incorporated 
companies must be carried out by a member or members of one 
or other of the four accountancy bodies recognized by the 
‘Department of Trade and Industry for this purpose under 
‘section 161 of the Companies Act 1948, or — and this is a very 
important proviso ~ by a person authorized by the Department 
of Trade and Industry as having obtained, outside the UK, a 
qualification similar to that of one of the recognized UK 
bodies. 

Nationality bar 

The situation in some EEC countries is not so liberal. There 
is a wide spectrum of varying requirements ranging, for example, 
from Luxembourg, where there is at present no law demanding 
specific qualifications of auditors, to Denmark or Germany, 
where statutory audits must be carried out by holders of the 
national qualification, and where one of the requirements for 
obtaining the national qualification is German or Danish 
nationality, as appropriate. The Treaty of Rome lays down in 
Article 52 that ‘restrictions on the freedom of establishment of 
nationals of a Member State in the territory of another Member 
State shall be abolished by progressive stages in the course of 
the transitional period. Such progressive abolition shall also 
apply to restrictions on the setting up of agencies, branches or 
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subsidiaries by nationals of any Member State established in the 
territory of any Member State’. Fe 

However, there is a view amongst some officials of the Com: 
mission that freedom of practice rights must be achieve 
through reciprocity of the right of members of the recognized 
accountancy body or bodies in one country to be admitted 
automatically to membership of the recognized bodies in the 
other EEC countries. The logic of this view runs as follows: 

In some EEC countries various statutory functions are 
reserved to holders of the national accountancy qualification 
In turn, legislation in these countries limits the award of thi 
national accountancy qualification to their nationals. "Thus 
the argument is put forward that there must be reciprocity of 
the national qualification and of the right to membership of th 
national accountancy body in order to achieve reciprocity: of 
practice rights. The natural extension of this argument is th: 
membership of the national accountancy body should carry wit 
it the right to use the description of the body concerned: = 

The UK and Irish bodies have pointed out that the organiza- 
tion of the profession in the UK and Ireland does not lend 
itself to this solution. There are no national accountancy. bodi 
set up by statute. The recognized bodies are private organi 
tions which lay down their own requirements for membership. 
The use of the descriptions ‘chartered accountant’ or ‘certifie 
accountant’ denotes that the holder has undergone particular 
professional training in order to be admitted to membership of 
his organization and it would be misleading for foreign accoun 
ants to use the same description since this would imply a pro! 
sional training which they had not in fact undergone. 

In any case, the question which would arise in the UK 
which of the UK bodies would the foreign accountant Jo 
The more logical, and the simpler solution, as we see it, woul 
be for reciprocity of practice rights to be achievéd throu 
mutual recognition of qualifications and by the removal 
restrictions on establishment and the provision of sery 
throughout the EEC. Accountants from one member count 
would then be free to practise in any other member country 
under the description to which they were entitled. by virtue of 
their own professional qualification. If a national from any 
country wished to acquire the qualification of any other country 
it would be open to him to do so ~on the same terms and 
conditions as a national of that country. This latter facility 
already exists in the UK. 








Law and language 
The UK bodies accept in principle the concept that knowledge 
of relevant local laws and language ability are necessary in 
order to carry out statutory audits effectively but doubt whether 
it is necessary for all partners and qualified employees in a firm 
to fulfil these conditions. It would be reasonable to require a 
sole practitioner, in a member country other than his own, to 
pass local examinations to prove that he had the necessary 
minimum knowledge of local laws and language; but it would not 
be practicable to require this of all foreign partners in a firm of 
practising accountants. Many practising firms operate in’ 
number of countries in order to provide services to clients who 
have subsidiary firms or associated companies operating abroad. 
The maintenance of the standards of the firms practising abroad 
is usually effected through the system of partners, both resident 
and non-resident. International firms of this type will thus 
normally take into partnership, or employ, members. of the 
local profession in order to have available, within the firm, 
requisite knowledge of local laws and conditions, = 
Whatever the method of achieving reciprocity, freedom t 
carry out the attest function is likely to be dependent upon the 
mutual acceptance of the qualifications of the recognized 
accountancy bodies in each of the nine countries. This would 
appear to imply, in so far as the UK is concerned, that the 






Department of Trade and Industry will have to recognize the 
_. qualifications of all EEC countries. under the provisions of 
= section 161 of the Companies Act 1948. However, there are 
doubts whether the Council of Ministers is itself willing to 
<saccept the implications of such a policy. Proposals have been 
formulated by the Groupe d'Etudes, at the request of the Com- 
mission, and also by the Commission, for establishing a mini- 
mum standard of qualification entitling the holder to carry out 
$tatutory audits in his own country. It is difficult to imagine 
any country accepting these proposals if its current qualification 
does not meet the minimum standard. 

‘The subject of reciprocity raises many awkward questions 
— bat I do not believe we can overcome these simply by pretending 
they do not exist. The difficulties of implementation stem from 
‘differences in the organization and standards of the profession 
yn the EEC countries and the danger is that, unless the profes- 
‘sions themselves find the solutions, the Commission may be 
orced to impose its own. 













































‘Reciprocal membership ? 


Reciprocity in the sense of the right to practise does not exist 
t present in all the Common Market countries. In my opinion 
it will inevitably come to pass, possibly quite quickly, in spheres 
of accountancy other than the attest function. As regards the 
attest function, it is, in my opinion, many years away. Recipro- 
city in the sense that a member of a professional body in one of 
the EEC countries has the automatic right to join, without 
estriction, a professional body in another does not exist at all 
t present. In my opinion it never should. 
— In the field of research, co-operation will best come about 
‘through a process of natural evolution, as a consequence of the 
narrowing of differences between the philosophies and standards 
‘of the various bodies in the different member countries and the 
development of a closer identity with a European accountancy 
rofession. This is not a process which can be bureaucratically 
rdered and I believe that any attempt to impose a governmental 
“agency on the profession would fail. 
The sensitive nature of co-operation between the professions 
in Europe is well illustrated by experiences within the UEC, to 
vhich I have already referred in another context. We have 
found there that differences in national practices and philoso- 
hies have been important constraints on the development of a 
‘common approach to problems facing the profession. We would 
be wise to heed the experience already gained, and to tread 
jutiously, rather than to try going ahead in leaps and bounds 
ith an excess of initial enthusiasm. If a voluntary organization 
ike the UEC is subject to difficulties of this nature, how much 
ore uncertain would co-operation be within a statutory body? — 
particularly when it is remembered that many of the accountancy 
bodies in other EEC countries are far less independent of their 
overnments than we are, and governments will be instinctively 
uspicious of abrogating even partial control over the profession 
n their countries. 
A favourable sign in recent years has been the increase in 
‘voluntary liaison between accountancy bodies in EEC and other 
European countries on a bilateral basis. Such contacts have made 
possible comparative studies of different aspects of professional 
organization, legislation and philosophy and have promoted the 
better understanding (even if not the acceptance) of one 
another’s viewpoints. I believe that this is an important step in 
the right direction and that a great deal more must be done in 
< the future to develop co-operation from within the profession. 
` Although in some member countries the provision of manage- 
ment consultancy services by accountants is subject to restric- 
tions, the basic right of any individual to. practise exclusively 
_ a8 a management consultant is not seriously in dispute within 
the EEC. This right applies equally to the qualified accountant. 
It is true that, at the present time, it is the legal requirement in 








Belgium, for example — though not always the practice ~ that 
persons carrying out statutory audits are limited to giving advice -. 
on administrative and accounting organization without separate 
fee; while in France commissaires aux comptes and experts 
comptables may not provide. consultancy services as their main 
occupation, and may only provide such services to regular clients 
as part of their general accountancy services. WW : 

However, the accountancy bodies in both these countries, and 
generally in the other member countries, have been inclining 
to the view that there is nothing fundamentally incompatible ` 
in a qualified accountant offering consultancy services, nor 
indeed in combining such consultancy services with his more 
traditional accountancy work. Where the real questioning has 
arisen is whether his independence as an auditor is placed in 
jeopardy if the accountant also renders other services to one and 
the same client. 

The provision of management consultancy and other advisory 
services by the accountancy profession is probably more de- 
veloped in the UK than in any other EEC country.. This 
development has come about through a growing demand on the ` 
part of the business community for independent assessments and 
advice which accountants, by virtue of their training and 
expertise are particularly qualified to provide. It is the view of 
the accountancy bodies in the UK that it would be damaging to 
the profession, its clients and the community generally if restric- 
tions were to be placed on the services which the profession can 
offer to its clients. 

The services provided by practising accountants in the fields 
of management consultancy and taxation are advisory services. 
In carrying them out accountants do not usurp the executive | 
functions of the management of client companies. Those - 
responsibilities remain with the directors and the management 
of the companies concerned. The auditor does not impair his 
objectivity by offering advisory services for the reason that ‘he 
avoids involvement in, and does not assume responsibility for, 
the executive operation of the business. 

It is axiomatic that auditors should be independent and 
ensure that their objectivity is unimpaired. Objectivity is an 
essential quality of the qualified accountant: his training is 
designed to develop it, and he guards it scrupulously. The. 
provision. of other accounting services is not, in principle, a 
factor in determining whether he has objectivity or not. 

There is, nevertheless, a body of opinion in the Commission 
which believes that auditing should not be combined with’ 
consultancy services. It is argued that the interests of share, — 
holders and other third parties can only be fully protected if 
there is an absolute divorce between these two functions. While 
the accountancy bodies in the member countries are in complete 
sympathy with the general aim of the Commission to maintain 
the independence and objectivity of the auditor, we quest on 
the reasoning on which the Commission’s arguments are 
founded. In our view (and in the view of many of the other 
accountancy bodies in the EEC) the premises are erroneous. 


Conclusion 


I think that I can best summarize this paper by saying that 
standards and procedures in the different countries are uneven. 
I believe that, taken as a whole, the UK is in the lead by a large 
margin. 

There is little hope in the immediate future of standard . 
accounting practices. Reciprocity in the sense of the ability 
freely to carry out audits in each other’s countries is a long. 
way off. 

I see no signs at present of a controlling body for the profes- 
sion being established in the EEC; and the profession in Europe 
will have to exert all its powers of persuasion to ensure that 
management consultants will be able to combine their work 
with other accountancy skills. 





Abig bonus for your 


Self-employed clients! ` 


























Time Assurance double the vesting bonus on their S 


Personal Pension Bonds. 


| Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 

Asa result of the latest actuarial valuation, the 
‘vesting bonus is increased from £1% per annum to 
£2% per annum of the basic pension. This means that 
in projecting the estimated total pension at pension 
"age we can now add a total of 5% to the basic pension 
for each year up to pension age (interim bonus of 3% 
Der annum plus vesting bonus of 2 % per annum). The 
< interim bonus also continues to be added after the 


„pension has commenced. 


Amount of pension {to nearest £) for men retiring at 65 

paying a premium of £100.a year from different ages of 

entry including interim. bonus of £3% per annum and an 
additional vesting bonus of £2% per annum. 


increasing annually 
by interim bonus 

additions to produce a 
Total Pension of: 


Cash option at 


Pension at 66 pension age 





Adjusted 
Tax-Free Total 
Cash Sum | Pension 
at age 65 


Atage 70 | Atage 75 
birthday 
at entry 





1325 
1023 
780 
H 
435 
410 
385 
361 
338 
315 
294 
273 
253 
234 
216 
198 














if von select age 65 as your retirement age then the figure shawn in column 3 is 
the pansion which will commence on your 65th birthday. Columns 4 and 5 show 
the affect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute part of your normal pension for cash. 
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Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 


commission rates are realistic and take account of the 
cost of your service. 


Send the coupon below for complete agency 


details and a full set of rates for men and women at 
all ages. 


(-- 7-0 


į TO: TIME ASSURANCE SOCIETY 


56 Moorgate, London, EC2. Tel. 01-628 7546/7. 
Manchester Office : 12A Piccadilly, Manchester 1. 

Telephone: 061-624 7299/061-624 9955. 

Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-225 7799. 


Please register me/us as Agent(s) of Time Assurance Saciety, 
and send a supply of Pension Bond literature. 
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Debenhams have 


EB been advising 
ENHAM TEWSON, FARMER and b 
l SE AE Mart, on ait next, on Prop erty matters, 
i Pi 2B 4 j e 
WEE lot FOUR LEASES or Concessions ot Pro. NEE 
. perty {aa mentioned hereunder), situate on the Gold Cosst, Weat unusual than others) 
Atrios reported to contain $ mahogany and other Tima cag fe ANIU 1953 
ber do an eposite ; r 2 53. 
ialen SE e a Ka engine, plant, machinery, SINCE 
ee ee teas Ne MUST STAVES 
E ituat ween the ses 
lonia Afric of Aminie Lagoon on the north half Assinie Lagoon —neultante and aduleerg 
on the east, and withia the limits of English territory on the on the sale purchase, 
west, for aterm of 99 years from the date thereof (renewable for a i r : 
farther term of 99 rearsdat the option. of the Lesser, their Wës 
a : d 
EE Segoe, dated August 9th, 18%, of all of commercial property 
























rental of £90 ver annum. $ 
Debenham Tewson 
in tbe Line or boun of the Wassau Country—that is to any, 


d d S A 
that piece or parcel of land situate between Newtown an throughout 
east to the Uani Lagoon, south to the town of Ajabanso, an 

. 3—A Lease or Concession, dated July 26th, 18, of all 
Bar or parcel ef land running from Alkwabo to the head 
20 miles north, 20 miles south, 20 miles east, and 20 miles west,for & Chinnocks 
a similar term to No. 1, st a rental of £200 per annum. Chartered Surveyors 


Ajubanso, rumsing frem Newtown due north to the Ubi Lageon J ; 
west to the town ef Newtown, for a similar term to No. 1, ata the United Kingdom 
waters of Tando, taking in all rivers and streams and terminating 

No. 4.—A Lease or Concession, dated December 24th, 1894, of 







that pe er percel of Jand situate oa the left bank of the Bancroft House and 
de Eror, deeër? and extending from the vi ei o ‘Square 28 Grosvenor Street 
Kilnbo deen to a point opposite to the Hanne River with fresh a “AP AET. London WIX SFE 
surface rights and mining rights over, in, and under the same, Londor E aon on re 
tor a similar term to No. ] at a rental of £180 per annum. _ - 01-2361520 01-499 9152 






Also at Cardiff Kingston and Richmond 








; For people with capital, 

: our Trustee Scheme for 

x Ly school fees offers numer- 
ous advantages, 


Capital is released from 
estate. duty liability in- 
stantly. Termly payments 
are free of income tax, 
surtax and capital gains 
A capital sum of tax. Under this Scheme 















When testators ask your advice, please remind them 
| of the urgent work of the imperial Cancer Research 







Fund. In the Fund's up-to-date laboratories trained 
minds are using every weapon 
of modern science to fight all 










` Example 









Patron: 


SA H.M. THE QUEEN 







> ; ‘orm cancer, includin President: 
£2,229 will produce (open to parents, grand- eu S SS S KW The Honourable 
fees of £750 a year parents and others) fees : Angus Ogilvy 









"for 5 years starting in can be taken care of well 
10 years time. in advance. 
Saving; £1,521. Full details on request. 









research centres, the I.C.R.F. o 
relies entirely on public sup- 
port. The cancer problem must 
be solved. Please help now. 


Please write for further information to: 
The Secretary, I.C.R.F. (Dept 163) 

PO Box 123, Lincoln's Inn Fields, 
London WC2A 3PX 


reesen ` IMPERIAL GANGER 2 


Incorporated Life Assurance Brokers | RESEARCH FUND Design Fields Laboratories 


| Now one of the world’s great 
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[x Italy, as with other European countries surveyed in 
I this series, the tax year coincides with the calendar year. 
The basis period for companies is the financial year. 


Residence 
Companies are deemed to be ‘resident’ if they are incor- 
porated in Italy. The Italian tax system is schedular. 
Resident companies are taxed on their business income 
excluding foreign dividends and interest, and profits from 
‘foreign permanent establishments’, — that is, branches with 
separate management and accounts. Non-resident com- 
panies. are those with their head office, registered office, 
main establishment or effective management outside Italy. 


Tax system 

‘Under the schedular system, one of the schedules is 
termed a ‘tax on movable wealth’ and one of the categories 
of this schedule is a ‘business income tax’. 

This business income tax is composed of a basic national 
rate with varying local surcharges. The rate effectively is 
431-7 per cent on the first 4 million lire; 34-3 per cent on the 
next 6 million lire; 36-9 per cent on the next 4o million lire; 
38-2 per cent on the next 50 million lire; and 40g per cent 
on the excess over 100 million lire (about £67,000). 

A corporate tax is levied on the net income (after deduct- 
ing schedular and local taxes) in excess of 6 per cent of the 
net worth. This amount is taxed at 15 Per cent with a 10 
per cent local surcharge, and a further 15 per cent sur- 
charge, making the effective rate 18-75 per cent. A further 
element of the corporate tax is a levy on net worth of 0°75 
per cent, with the two surcharges, making 0-9375 per cent. 

¿For resident companies, corporate tax is levied on 
income, regardless of source, as reduced by other taxes; 
non-resident companies. suffer corporate tax on Italian 
source income if there is a permanent establishment or 
representative in Italy, Non-resident companies are assessed 
to business income tax on profits from an Italian perma- 
nent establishment and certain other sources of income. 


Filing of tax returns 

Companies have to file their tax returns within six months 
of the year-end, and branches of foreign companies by 
March 31st in each year. Provisional assessments are then 
raised, the tax being payable in six instalments over a year. 





The third of a series of articles on corporate taxation within the 
countries. of the Common Market. Previous articles appeared in The 


Accountant for November 23rd (Belgium) and December 7th (France). 


in the EEC 


3 - Italy 
by TERENCE WEBB, with Arthur Andersen & C 


If proper accounts are not kept nor a proper returt 
rendered, the tax authorities can raise assessments on th 
estimated profits of the company. Within two years of th 
return being filed, a final assessment is raised and. am 
adjustment or additional payment has to be made then i 
30 days. i 


Taxable income 


In computation of taxable income, stock has to be valu 
at the lower of cost or market value; the use of LIFO 
obligatory. Realized capital gains are taxed as norr 
income. When unrealized gains are shown in the accounts 
they too become taxable. E 
Dividends received are exempt from the movable wea 
tax, but are assessable to the corporate tax. All am 
paid to employees and directors are deductible provides 
they are paid for services rendered in the business. Inter 
is deductible by a resident recipient in the proportion 
gross taxable receipts to gross receipts. But if interest 
paid abroad, and no schedular tax is withheld, it is no 
deductible. e ee 


Depreciation 


Depreciation of business assets is only allowed on. th 
straight-line basis. Maximum rates are 6 per cent for 
buildings, 10 per cent for plant and equipment, and 20 
per cent for vehicles. Sa 
Accelerated depreciation allowances are available on 
additions and conversions to existing plant and on ne 
items. This allowance is 40 per cent of the cost in the first 
four years, with a maximum deduction of 15 per cent in. 
any one year. For the movable wealth tax, a deduction fo 
depreciation is allowed only to the extent provided for. in 
the accounts. Tax losses can be carried forward to the five 
succeeding years: there is no provision for carry-back. 





Withholding taxes 3 
Tax on dividends is withheld at 5 per cent when paid o 
registered shares to Italian residents and at 30 per cent. 
when paid to non-residents, or on bearer shares. Une 
the terms of the UK-Italian tax treaty, no tax is withh 
on payment to UK residents. Under a protocol awaitin 
ratification a 5 per cent tax would be withheld when paid 
to a UK company that owns at least 51 per cent of th 
paying company, and 15 per cent in other cases. GE 

On the payment of interest, 35°58 per cent tax is with- 
held; this also applies to UK residents. A local tax of ` 












5-62 per cent is imposed on royalties paid to UK residents 
and a further 4 per cent turnover tax is levied. 





Other taxes and social security 


_Schedular taxes are imposed on income from buildings at 
33 per cent, income from farming and land at various 
rates, and income from capital at 35-58 per cent, although 
dividends are exempt. Registration duties are imposed on 
the sale of real property at 7-5 per cent, and at 2 per cent 
on the sale of personal property. Various excise taxes are 
<- levied, and social security contributions of from 41 to 45 

¿per cent are based on an employee’s remuneration — a 
substantial part of the contributions being paid by the 
-employer. 



























(Turnover tax 


A multi-stage and cumulative tax of 4 per cent is imposed 
on the import and transaction of goods in Italy. The 
‘normal rate of the proposed value added tax will be 12 
per cent, with a reduced rate of 6 per cent on basic com- 
“modities, and an increased rate of 18 per cent on luxury 
articles. Italy has secured three one-year extensions to its 
introduction of VAT as required by the Commission. The 
delay from January rst, 1970, has been due to three main 
reasons ` 


MANAGEMENT INFORMATION 


Tie assessment of projects, and in particular research and 
development projects, must take into account the uncertain 
nature of the forecasts upon which a decision will be based. At 
the same time the data must be prepared in a form that enables 
the development and investment effort, and the project benefits, 
of a number of alternative projects to be compared. 

A common presentation of data in the appraisal process is 
the cash flow diagram. This records cash outlays on research 
_and capital investment and the inflow of cash from the operating 
stage, taking into account the timing of those cash flows. This 
can then be used for some form of DCF appraisal. 

As an extension of DCF appraisal, techniques have been 
_ developed to take into account the uncertainties that are present 
n the underlying data. These involve placing probabilities on 
wo or more values for each element in the project. 

The assignment of probabilities in this way may present 
difficulties. Many types of project forecasts deal with unique 
events or situations where there is inadequate information upon 
which to construct statistical probabilities. They are then 
-assigned by direct judgement. In other cases if any alternative 
~ is not foreseen the probabilities of those that have been foreseen 
-must be adjusted until they add up to one. 


_ Credibility forecasts 
An alternative treatment of uncertainty is contained in an article 
by Dr D; H. Allen, entitled ‘Credibility and the assessment of 
_. R & D projects’, which appeared in the June 1972 edition of 
` Long Range Planning. The basic element in the proposal is that 
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(r) the recurrent political crises in the country which 
have held up. enabling legislation; 
(2) the inadequacy of the administrative machinery, and 


(3) the desire to introduce VAT as part of a wide- 
ranging reform of the Italian tax system. 


Incentives 


‘There are certain incentives available for businesses in 


Italy. If a new enterprise sets up in southern Italy, the 
basic rate (though not the surcharges) of movable wealth 
tax, and corporate tax, are waived for ten years. Businesses 
organized in the depressed areas of central and northern 
Italy are totally exempt from the movable wealth tax for 
ten years. 

Investment by enterprises in southern Italy is tax- 
deductible up to 50 per cent of the qualifying investment. 
in the depressed areas, with a maximum of 70 per cent of ` 
taxable income in any year, provided it is invested within 
the following year. There is also a ro per cent reduction in. 
the charges for social security contributions for enterprises ` 
in southern Italy, 

Enterprises, wherever located, can deduct from taxable 
income 50 per cent of the excess of current year investments 
over the average investment in fixed assets in the preceding 
five years. 


probability is replaced by credibility. The properties of the 
latter differ somewhat from probability. There is no interaction. 
between alternative predictions, and one can therefore assign 
values to the forecast quite independently ~ the credibility of one 
alternative not affecting the credibility of another. 

At the same time, the credibility of a series of dependent | 
predictions, each affected by the outcome of the previous one, 
is the lowest credibility of each considered independently. Dr 
Allen uses the illustration of a boxer who must win all the rounds 
in a championship contest to win the title. The credibility of a 
prediction of success is the lowest of the credibilities of the: 
individual fight predictions. ` 

An example of a credibility range forecast is shown in Fig. 3. 
The forecaster starts with a value which he considers to be 
completely credible. This will be somewhere along the thick 
horizontal line. This is extended horizontally in each direction 
until he reaches values where he begins to have doubts as to 
whether they are completely credible. These correspond with 
the values at either end of the horizontal lines, the whole line 
receiving a credibility rating of one. Following this he will move 
from values on either side which are completely incredible until’ 
a point is reached where an element of credibility creeps. in.. 
These points are then connected to either side of the horizontal. 
line. Thus we have a curve of values rising from the lowest 
credible value to that where there is full credibility finally. 
reducing to zero credibility again for higher values. 

To be useful in forecasting, it is essential that one should be. 
able to combine two or more credibility range forecasts, For ` 




































: Figure 1 example, in Fig. 1, factor x might be the total market and facto 
Integration of two credibility forecasts y the company’s markét share. Multiplying e by y gives t 
into a single forecast credibility range forecast of corporate sales value. By 





Focus cash flows 


The focus forecast values for each stage of a project Are hased 
upon the credibility forecasts. If, for example, the credibili 
forecast has straight sloping sides, such as the first one appearing 
- in Fig. 1, the focus forecast values lie between the half-way 
ao) 5 10 12 15 20°. points on the sloping sides, in that particular case betwe 
; ; 7'5 and 16, 

| Factor The forecasts for each stage can be classified into E 
l categories: : 








(a) uncertain expenditure (or income) in a certain timè period 
(b) certain. expenditure, etca din an uncertain time period; 





Cumulative cash flow 


? ; (c) certain rate of expenditure, etc., during an uncertain: time 
: period; 

i (d) uncertain expenditure, etc., in an uncertain time period; and 
(e) uncertain. rate of expenditure, etc., during an uncertai 
o0 01 02 025 03 0.4 time period. 

l Factor y 





Examples of the above are shown in Fig. 2. At A is a certain rate 
E of expenditure ouer An uncertain time. At time t, the cumulative 
ee cash flow will be C,; at time t, it will be C,, t, and t, bet 
0.5 the focus time values. If the expenditure is uncertain as well. 
the time, as shown at B, then at t, the cash flow for expenditu 
(0) will lie between Cy and Ca with corresponding values for 


then the lines will diverge over time as shown at C. 


oi 3 4 6 8 Where it is the rate of income or expenditure which is uncert 
4 
0.25 Factor Z= xy Each stage of a project has different characteristics, and 


Figure 2 
Example of focus forecasts 


A Certi in rate of expenditure and:uncertain time . B. Uncertain expenditure and uncertain time C. Uncertain rate of income and uncertain tii 
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< Cumulative cash flows 















appropriate focus forecast must be selected for each. 











is. of an uncertain amount over an uncertain time period; and 
the cash flow from the operations of the project over its life 
being uncertain over an uncertain period. te. 


Integrated forecast 


Each stage can be linked together in an integrated cash flow 
` forecast, such as that shown in Fig. 3. The first stage, that is R & D, 
is taken from Fig. 2A. From each of the focus times Sı and S2 
is drawn a focus forecast for capital expenditure which is taken 
from Fig. 2B. If the two focus values are joined up as shown by 
_ the dotted lines, the resulting. three-dimensional box covers 
e range of focus value/time relationships that should emerge 
by the end of the investment stage. 
_ The eight corners of this box now represent starting points 
for the focus cash flows from operations. Taking the data from 
Fig. 2C, these are now drawn in. The heavy lines in Fig. 3 show 
the optimistic and pessimistic focus values. 














Time 





‘The 
‘research and development stage typically has known rates of th 
“expenditure over uncertain time periods; the capital investment ` 










Project assessment ; 
It follows from the above that all-values which lie between the 
optimistic and pessimistic values are credible, although there is. 
no way of distinguishing any value within that range as being. 
more likely to be realized. They can, however, be compared with ` 
an independent. ‘neutral’ value which indicates some measure. 
of acceptable profitability. If both focus values lie on one side 
of such a ‘neutral’ line, then it.demonstrates the attractive or 
unattractive nature of the project with fairly clear ‘accept’ or "— 
‘reject’ decisions. If they straddle the neutral line, then. there 
are elements of risk present. 
As each stage of a project is completed, the uncertainties of ` 
that stage are: resolved..'The remaining focus values may be 
revised and drawn on to the established certain values. This ` 
provides convenient review points for the project, De 


Figure 3 


Project cash flow diagram using individual focus forecasts from Fig. 2 











_ Unit Trusts or Insurance Bonds? 


i 


unit trust is becoming much more favourable than for 
imsurance bonds linked to either equities (including units), 
or property — i.e., single premium life policies. There are 
those who see this as deliberate government action which, 
amongst other reasons, is intended to divert investment 
into a field which is very tightly controlled. 
The net gains certificates which unit-holders have re- 
ceived over the past few years cannot be used in computing 
capital gains tax liability arising on a disposal of units 
occurring after April 5th, 1972. Unit trusts and investment 
trusts do not pay the full rate of tax on realized gains when 
they change their investments; instead, they pay corpora- 
tion tax on their chargeable gains at an effective rate of 
15 per cent. 


| N many ways, the tax treatment of units in an authorized 


‘Tax credit 

Just how much tax will be suffered in this way by a unit- 
holder will depend on the extent to which the managers 
switch their investments. Nevertheless, as a fairly rough 
and ready arrangement, unit-holders are being granted a 
special capital gains tax credit. As a result, if units are 
disposed of after April 5th, 1972, a credit of 15 per cent 
of the amount of the chargeable gain can be set against 
the tax levied upon those gains. In fact, this credit is likely 
to amount to much more than the tax which has actually 
been suffered. 

= The practical effect of this is that, when the basic rate of 
tax is 30 per cent, a direct investor paying tax at this rate 
normally will avoid all personal liability to capital gains tax 
if his gains do not exceed £5,000. In the case of a surtax 
payer (or anyone paying tax at the higher rates after 
April 1973), surtax will be charged on the interest income. 
In practice, however, this income is seldom very high in the 
case of a growth fund. 

- Irrespective of the fact that he is a surtax payer, the fund 
in which he is investing suffers tax only at a maximum rate 
of 15 per cent when a switch of investments actually occurs. 
The maximum personal rate of capital gains tax which will 
be paid by an investor, irrespective of the top rate of tax 
which he pays in connection with income, will be 15 per 
cent of his gain. This is simply the standard rate of capital 
gains tax of 30 per cent, less the 15 per cent credit. At pre- 
sent, a surtax payer is likely to be liable to the full rate only 
when his income is sufficient to attract liability to surtax at 
a rate of 22-5 per cent. 

Although, on the face of it, there may not appear to be 
very much difference between purchasing a block of units 
in an authorized unit trust from the managers and pur- 
chasing an equity-linked life bond from an insurance 
company, there are significant variations in the tax treat- 
ment. If a life bond is linked to.an authorized unit trust, 


by OUR INSURANCE CORRESPONDENT 


the value of the units held by an individual investor and i 

the life fund of an insurance office will be the same. The 
tax treatment so far as it affects capital gains realized by 
the unit trust managers will be the same. E 

Nevertheless, the life fund’s liability to tax will be differ 
ent from that of an individual investor. In the case of an 
investment in units in an authorized unit trust, the tax 
will be a maximum of 30 per cent, less the 15 per cent 
credit. Effectively, therefore, the rate will be 15 per cent 
In the case of an investment in an equity or property 
fund which is not an authorized unit trust or investment 
trust, there will be no such tax credit, and so the rate of | 
tax payable by the insurance office will be 30 per cent 

In practice, when a bond is cashed in, the insurance ` 
office probably will not have to realize the units. Instead, 
the units will be issued to other policy-holders. This means 
that no capital gains tax will be payable at the time, In 
view of the fact that it may be deferred well into the future 
generally a deduction for capital gains tax is made at. 
discounted rate. 

Curiously, in some cases, the rate of deduction is t 
same whether the bond is linked to an authorized u 
trust or to some other fund where the rate of tax is higher, 
No doubt, when the life offices have become accustomed te 
the new tax situation, there will be variations in the rates o 
deduction. As it is, there are variations in the amount 
deducted by different life offices, and there is no doub 
that this is a point which needs to be watched. One is 
however, entirely in the hands of the life office, and mus 
pay whatever rate of deduction is ruling at the time when 
a bond is cashed in. There is no means of securing. 
‘guaranteed’ rate of deduction in advance. 


Surtax disadvantages 
A surtax payer can fare quite badly with this type of con, 
tract. In the first place, the investment income of the bond 
is reinvested after the deduction of tax. This can var 
between 30 per cent and 37-5 per cent. Here, clearly, ther 
is an advantage, since a surtax payer will be paying: 
higher rate of tax in respect of the income distribution 
from units — whether they are distributed or are reinvested 
When the bond is cashed in, the life company’s deductio 
in respect of capital gains tax will be exactly the same a: 
for a standard rate tax payer. A surtax payer, however, will 
then have to pay tax in respect of the whole of the capita 
gain which he has made. 
The method for establishing the tax to be paid is for th 
amount of the gain to be divided by the number of ful 
years for which the bond has been in force. The resultin 
figure is added to the bondholder’s income for the year m 
which the bond is surrendered and, in this way, a rate of 
tax is established for the gain. The whole of the gain is then. 














slicing relief’ is allowed. There are, however,- ways at 
present in which it may be possible to avoid much of this 





surtax liability. Whether they will all be available in tt 
‘future remains to be seen. It is quite likely that some — 
of the ‘loopholes’ now available will be stopped up in due — 
course. aes 


liable to tax at this rate. In other words, a bondholder’s l 
top rate of surtax is applied to his gain, although ‘top 

















Preparing for VAT 






















Training Course for Retailers 


ESIGNED as lecture notes for the basis of a course of 
LA six sessions, a 36-page booklet VAT: A Training Course for 
Retailers has recently been distributed to members of the 
National Chamber of Trade. The six topics covered are, res- 
pectively, principles and registration; terminology; accounting 
w output and input tax; retailers’ special schemes; Customs 
nd Excise requirements; and mark-ups and cash flow. 
Of particular interest and assistance to the ordinary small 
trader will be the example, at Appendix 1 (c), of a completed 
gistration form VAT 1. Customs and. Excise offices have 
ported receiving a number of these forms incorrectly com- 
eted in various respects (The Accountant, November 23rd). 
At the time when this booklet went to press, it was not known 
that the Government would concede the question of a rebate 
for goods in stock at March 31st next which had already borne 
purchase tax. (The Accountant, November 16th and 23rd.) The 
introduction, however, emphasizes that supporting evidence of 
the amount of purchase tax paid on goods in stock is certain to 
be required, and that failure to keep adequate records may 
prejudice a claim. 

Prepared by Mr John Mortlock, 0.B.E., F.c.a., copies of VAT: 
A Training Course for Retailers are available from the National 

hamber of Trade at Enterprise House, Henley-on-Thames, 
Oxon, price 50p per copy for up to five copies, with progressive 
discounts for larger orders. The demand for this publication is 
spected to be heavy, and orders will be dealt with in strict 
tation. 








VAT Burden on Charitable Gifts 


d Re the title ‘DepriVATion’, the War on Want 
AJ Organization has launched a campaign which highlights 
the burden of VAT facing many charitable organizations. The 
basis of taxation is being changed from a tax on purchases — 
which had relatively little effect on such bodies — to a tax on 
sales. Further, the abolition of SET will not significantly assist 
charities, which already recover the amounts payable. 
Sve War on Want, dedicated to the relief of ‘poverty, distress and 
suffering in any part of the world’, relies heavily on gifts in 
kind — sometimes of quite substantial intrinsic value — which 








VAT on sales of donated goods, it is estimated, would’ cost 
War on Want as much as £10,000 in a full year, at the expense 
of the purposes for which this charity was founded. a 

A number of charities similarly placed have been pressing 











are then converted into cash to further its work. Imposition of ` 


the Chancellor of the Exchequer for some specific relief from: |. 
such a burden. The effects of VAT, allied to the prospective. 

loss of revenue from covenanted. gifts under the new personal 
income tax structure, are said to pose a serious threat to the ` 
continuing existence of some charities. ` 


Food Taxes 


OOD taxes will be materially reduced in total as a result of 

the substitution of VAT for purchase tax and. selective 
employment tax next April, and the only items of food subjected | 
to VAT will be those already liable to purchase. tax. ‘Scare’ 
stories, to the effect that VAT would lead to drastic increases in 
food bills, were officially denounced by Mr Barber and other ` 
Treasury ministers last week. ee ee E 

In particular, prices of tinned and other pre-packaged foods ` 
not at present subject to purchase tax should not be increased, 
in consequence of VAT. The manufacturer would be able to 
reclaim the whole of any VAT paid by him on tins and pack- 
aging, and the final product, including the package, would be _ 
zero-rated. i e 








Importance of Right Publicity 


HE Government attaches ‘tremendous importance’ to 
ensuring that VAT receives the right publicity as. far as — 
traders and the general public are concerned, and will do every- — 
thing possible to make sure that the information does get through, = 
The principal concern at present is with traders who will have 
to operate the tax; future publicity will be addressed to the 
general public. a 
Following a recent visit to the VAT Control Centre at 
Southend-on-Sea, Mr Terence Higgins, M.P., said that he was 
much impressed with the way in which registration of traders 
for VAT was being handled; though some traders might wish 
to register in advance of their due dates, he had no doubt that 
this was within the capacity of the Centre. There was no. 
question of the introduction of VAT, and consequent abolition 
of purchase tax and SET, being delayed beyond the date: of 
April ist, 1973, already announced. 
Referring to the amended arrangements for rebate in respect 
of stocks which had already borne purchase tax (The Accountant, 
November 16th and 23rd), Mr Higgins pointed out that these 
would be available only to VAT-registered traders. : 


Travelling Exhibition 


ESPITE assurances from official sources, the accounting 

systems and procedures which are likely to be required with 
the introduction of VAT are a source of anxiety to many 
smaller businesses. With this in mind, a free documentation 
advisory service is offered by a travelling VAT exhibition or- 
ganized by Lamson Paragon Ltd. 

The exhibition will be available at 21 different sites between 

January 8th and March ist, 1973, commencing in the London: 


area during the week of January 8th to 12th. The full itinerary 


and further details are available from Mr M. W. Forrest, Lamson ; 
Paragon Ltd, Paragon Works, London E16 (01-476 3232) < ; 














FINANCE AND COMMERCE 


f 


First Finsbury 


; 


_ [CIRST FINSBURY TRUST had a hectic spell in the stock- 
F market limelight in the early heady days of financial con- 
-glomerates and at one time was recognized as the financial arm 






of Vehicle & General Insurance. Came the collapse of that 


company and there needed to be wholesale reorganization of 
First Finsbury, and that took place in 1970 and also in 1971 


_ for which year accounts have lately been issued. 


With the accounts there was also issued an unaudited interim 
profit statement and this is included in our reprint of the 1971 
accounts. It will be seen that in the first half of this year pre-tax 
profits were £112,627, but that dealing profits in the current 
“half-year are expected to be significantly lower than the first 

half’s £88,582. 


* But First Finsbury is back to profits and shareholders learn 


of the present situation from yet another new board of directors — 


making three in three years. The present board consists of Sir 






` Douglas Clague, as chairman, Mr W. O. Baker, c.a., and Mr J. 





Ferguson, c.a., all of whom were appointed. directors on April 


“roth. ‘The directors’ report lists as many as 14 resignations at 


_ dates ranging from April 14th, 1971, to April roth, 1972. 
l 


Better base 


On the same date — April roth, 1972 — Hutchison International 
Ltd of Hong Kong bought, mainly from the Vehicle & General 


liquidator, 27°28 per cent of First Finsbury’s ordinary capital 
„and 23:27 per cent of the convertible loan stock. Sir Douglas 


“Clague in his statement with the accounts says that the new 


board has continued the tasks embarked upon by the former 


_ directors — liquidating unremunerative assets, ‘clarifying out- 


“standing matters of contention’ and planning the profitable 


‘redeployment of shareholders’ funds ‘into those generally 


financial fields of activity which we consider to be in accord 





with our mandate’. 

One of the outstanding matters of contention needing to be 
clarified is the exceptional provision that has been necessary 
to make against certain investment properties in subsidiaries. 
It seems a remarkable achievement to have book figures ahead 
of property values under present inflationary circumstances 
and the directors have ‘with their professional advisers set in 
hand an investigation as to the circumstances in which the 
properties concerned came to appear in the books of the com- 
pany at a value which appears to be substantially greater than 
their current market value, and will report further to.share- 
holders on this subject in due course’. 

On the overall position Sir Douglas puts the view that with 
the exceptional charges arising during the year and the oppor- 
tunity taken to reduce book values to realistic levels ‘it is con- 
sidered that the value of assets now shown in the accounts 
represents a base from which the profit earning ability of the 
company can be expanded’. 





` in command 


The directors’ report states that the board have reached the 


` conclusion that the adverse balance of £1,063,769 on profitand ` 


loss account arising primarily from asset value adjustments 


~ ‘must be regarded as a permanent deficiency which ought to be 
‘written off’. i 









~The annual meeting proceedings included a special resolut 

for the purposes of reducing the company’s: share premi 
account by the amount of the adverse balance. Subje 
approval of loan stockholders and confirmation by the H 
Court, the reduction is anticipated to become effective as. 
January 31st, 1973. : 

Note 5 and Note 8 to the accounts provide details of t 
exceptional charges and provisions taken into account in arriving 
at the group result for the year and of the fact that the accoun 
reflect a revaluation of the group’s investment properties using, 
as appropriate, sale prices contracted after date or valuation 
commissioned by the present board and reported by charter 
surveyors in September 1972. n 

It is admittedly useless to do so, but it is at the same tim 
interesting to indulge in some conjecture as to how the 1971 
accounts of First Finsbury Trust would have looked had not 
Hutchison International bought into the company last April 
and virtually taken over command. 


Switch to property , 


The ‘turnover and profit/loss contributions’ provided in the 
directors’ report and included in the reprint show the extent to 
which property dealing took the place of unit trust management 
in turnover and contribution terms last year. The Oceanic 
Unit Trust management group was sold during the year for 
£700,000. Other disposals during the year were for purely 
nominal amounts, viz.: P. S. Mosse and Partners and its sub- 
sidiary for {1 and London and Canberra Investment Trust 
for £2. We 
Two new subsidiaries were set up with nominal £100 issued 
capitals — First Finsbury Investments and Proudcase Securities 
while for £21,250 the company paid a call of 25p a share on t 
partly paid shares of J. H. Weller-Poley & Co, a subsidiary. 
which acts as Lloyd’s Insurance Brokers. For £535 the bal 
of the issued capital in Finsbury Fund Managers was boug 
There are still 13 assorted subsidiaries and the same numb 
of sub-subsidiaries. In addition, there are six associated cor 
panies in which holdings range from 25 per cent to 50 per ce 
of the equity. It will be decidedly interesting to see which w 
the organization moves under its new Hong Kong-domicile 
influence. 





MEPC Revaluation 


ATHER than have a complete revaluation of properties 
undertaken at three-year intervals by Knight Frank $ 
Rutley and Jones, Lang Wootton as originally intended, th 
directors of Metropolitan Estate and Property Corporatio: 
have decided that it ‘would be of more help to shareholders 
if a general indication could be given year by year, by showin; 
the growth trends within the portfolio’. : 
Complete valuations every year ‘would be unrealistic’. t 
undertake because of the size and spread of the company” 
real estate holdings ‘quite apart from the cost and managemen 
time involved’. The portfolio is therefore being valued by usin. 
a rolling programme of revaluation so that the whole portfoli 
is valued every three years. 
The result of the first annual revaluation is that about ong- 
third of the group’s properties in the UK and all of the Australia 
properties have been revalued at £119 million ~a surplus 


_ £4877 million over the book figure of £703 million. 


The annual valuation will be of completed properties and th 
development programme, as such, will not be valued sunt 
developments are completed. Properties bought during a year 


` will normally be included in the revaluation two. years later. 






"— Group properties stand in the accounts now at £352°4 million. 
_ The group has ‘a substantial development programme 


_ already under way throughout the world, the total value of which 
_ 1s approaching some £300 million’. 





: Best Interests 


S e ION of habit, laziness, fashion and plain lack 
_FP\of thought induces the use of words and phrases that are 
ccepted as meaning much, but which in fact mean little. They 
ecome simply a form of words used not necessarily as an excuse 
or a reason for a course of action but simply as part of that action. 
` One such form of words is ‘in the best interests of shareholders’. 
Is it, for example, in the best interests of shareholders, as 
many shareholders have been told lately, that they should have 
wait until next spring for income that they had relied upon 
getting last month? To a person dependent on investment 
neome this delay could prove serious and not at all in the 
person’s best interests. In fact the absolute reverse is the case. 
“Is it, for example again, ‘in the best interests of the share- 
holders’ for National and Commercial Banking Group to intro- 
duce a share option scheme for ‘a limited number of senior 
xecutives of companies in the group’? Are these doubtless 
worthy gentlemen going to perform such prodigies of banking 
hat there will be a 25 per cent rise in shareholders’ dividend 
directly — and entirely directly — as the result of a share option 
cheme? 
“Or is it nearer the mark, as shareholders in Fairbairn Lawson 
£ Leeds are told, that the board ‘considers that it would be in 
the best interests of the company if selected executives, including 
executive directors, were to be given the opportunity of acquir- 
ng shares in the company’? 
Or would it be much nearer the mark if a board of 
ectors were honest enough to state plainly to shareholders, 
Share options are the latest piece of bribery that has to be 
ered to executives if we want to keep them; so we must ask 
cholders to agree to the introduction of such a scheme’? 
That would hardly do because we have all become so used to 
playing with the word forms that provide an easy and fashion- 
bly acceptable reason for whatever action it is we want to take. 
Can share option schemes honestly be dismissed simply as 
eing in the ‘best interests of shareholders’? There is surely room 
or doubt. 
_ There was, of course, the classic case of a company introduc- 
ng a major and outrageous change and the board of directors 
lithely claiming ‘We are confident that this is in the best 
erests of shareholders and we hold 75 per cent of the shares 


H 


o prove it’, 





























Rationalized Banking 


}ATIONALIZE is another word of easy use. It slips into 
company statements and is a word that shareholders accept 
as pointing to some kind of modern-sounding action taken to the 
mpany’s benefit. Except for the person on the receiving end of 
t, rationalization is a good thing. But it is as a word also ill-used. 
Shareholders in RCF Holdings are told that ‘the group’s 
anking arrangements are being rationalized’. That in itself is 
relatively unusual, but the result according to the chairman’s 
_ Statement is that ‘the major part will be taken over by the 
` National Westminster Bank in the near future’. Arrangements 
have been ‘concluded in principle for a medium-term facility 
>from that bank’. 
RCF Holdings is the merger company of Rabone Chesterman 
pand Free (London), making tapes, rules and precision tools, 
and stocking and distributing those and other products. And 
so there has been some rationalizing to do. But the banking 
move seems an odd piece of rationalization because National 








‘Westminster, according to the RCF report, is entirely new asa 





banker to the organization, the “bankers to the group’ being: 
stated as Barclays, Lloyds, Royal Bank of Scotland and Williams ` 

and Glyn’s, who were collectively owed almost £1,250,000 

at July 31st. SE : 

Rationalization RCF-style has not yet reached the audit. 
Joint auditors, Kimberly, Morrison Moore & Co and Pannell ` 
Fitzpatrick & Co remain in office. They have not been rational- 
ized to, say, Cooper Brothers. 


Delayed Payments 


USTOMERS of The Brady Group of Companies are, it 
seems, still using the postal strike of early last year as a 
means of delaying payment. Mr R. Ross Seymour, the chairman, 
reporting an improvement in the debtor position, comments 
that the position is still not satisfactory and it was earlier 
‘severely affected by the postal strike’. 
“Your directors’, Mr Seymour tells shareholders, ‘have formed. 
the opinion that a considerable section of debtors has taken 
advantage of that position and have not since “put their house ` 
in order’’.’ He says that during the current year ‘much stronger 
action has been, is being and will be taken against such debtors” 
and we can no doubt anticipate a further. improvement in the 
level of debtors generally throughout the group’. 
The debtors and prepayments figure in the March 197 
group accourts was {2-78 million against the previous year’s 
£326 million. Turnover in the past year was {100,000 down 
on 1970-71 at {10°48 million. oe 
The Brady group’s products — doors, joinery, engineering and 
concrete products ~ go mainly to the building and construction 
industries, where there are always some notoriously bad payers, ` 
but making last year’s postal strike an excuse seems to be taking ` 
matters to an extreme. 


Hepworth Properties 


HAREHOLDERS in the Burton Group emphatically 

supported the recent rights issue of shares in Burton’s 
newly formed property subsidiary. Into this subsidiary have 
gone, and will go, those Burton properties with development 
potential and those properties currently earning rental income 
from outside the group. A brand new property company with a 
birthright of bequeathed properties, no outstanding borrowings 
and plenty of cash is unique, and Burton Group shareholders 
appreciated a good thing when they saw it. ` 

It would only be human were shareholders in J. Hepworth 
& Son to look covetously at Burton’s situation. J. Hepworth 
& Son is the controlling company of the Hepworth multiple 
tailoring organization. It owns the share capital of Hepworths 
Ltd, the operating company, and also owns the group’s property 
interests. It derives its income from rents charged to Hepworths 
Ltd and to outside tenants, from loan interest and from the 
dividend from Hepworths Ltd. 

The group profit and loss account opens with trading turn- 
over — being retail sales of clothing £19,836,498; rental revenue 
from property not in the group’s occupation £377,582, and then 
moves to trading profit {2,277,773 and estate profit £831,753, 
to give group profit before taxation of £3,109,526. 

Estate profit, Note 1 explains, includes {52,449 interest 
received on deposit accounts outside the group. Of the income 
out of which the estate profit is derived, 97 per cent comes from 
the ownership of properties, and of the rents received from these 
properties, 23 per cent comes from outside and 77 per cent 
from inside the group. Both the trading profit and the estate 
profit are arrived at before inter-group dividend. but after 
charging all expenses, including at commercial rates inter- 
group rents and interest. 
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ecember 14th, 1972 








THE INCORPORATED 
ASSOCIATION OF COST AND 


Specialized Tuition for the | 
INDUSTRIAL ACCOUNTANTS 
| 


Examinations of the 
institute of Chartered 
Accountants 


At the examinations leading to the qualification of Chartered Accountants, Metro- 
. politan College students have gained over 


11,000 SUCCESSES AND 350 HONOURS | ‘THE COST ACCOUNTANTS’ 


including fifty-six first. places, thirty-eight second places, sixty-six third and fourth ASSOCIATION’ 

places, and numerous prizes, medals and scholarships, 3 

% The Metropolitan College offers you the benefit of more than sixty years’ accumu- FOUNDED- 1837 

lated experience in examination coaching. 

x A guarantee of coaching until successful. : 

< e Helpful, up-to-date study notes, mostly in printed pocket-sized booklet form. 

. x Adequate toat pracrice and tutorial criticism. 

— ae Invaluable self-examination questions, 

Official publications of the Institute, appropriate LINKED PRIVATE 

to the Intermediate and Final examinations. STUDIES 






LIMITED 


(BY GUARANTEE) 























Membership by Examination 









only. Syllabus on application 


_ JOINT DIPLOMA IN MANAGEMENT | For students who wish 
ae CCOUNTING SERVICES to. participate in linked from the Secretary, at 


oral and correspondence 
tuition, the Luton Col- 









CERTIFICATE IN MANAGEMENT 
: INFORMATION lege of Technology and 


i Metropolitan College 
The above-mentioned examinations are open to now offer these facilities. 60a STATION ROAD 
members S the institute and have boen instituted K Pienas wite to: Plot 
improve the standard of accounting services an politan ege for de- 
to encourage study in the increasingly important field tails of various courses U P M l N STE R 
of business administration and organization, respec- available. 
oo tively. When applying for particulars of the College's ESSEX 
“expert postal courses, please specify the examination in which interested. 

Write today for a free copy. of this College ‘Accountancy’ Prospectus to the 
llege, St Albans (Al), or CALL at 30 Queen Victoria Street, 
Landen ECAN 4SX. Telephone 01-248 6874, After Office hours (E pan. External Examinations are held half-yearly 

` Monday to Friday) telephone messages are recorded electronically. in London, and at such other places as 


circumstances warrant. 


































Metropolitan College 


- e internal Examinations may be arranged at 
“Pounded 19.10 ~ 


Municipal and Similar Colleges. 
oc Member of the Association of British Correspondence Colleges, ST A LB AN S 
<o Aeeredited by the Council for the Accreditation of Correspondence Colleges. 


ake your RK 
short-term money 












































Funds you have available short-term—even just overnight— | 
can be put to work by Gilletts, and profitably for you. We have 
been London money-market dealers for over a hundred years, 
and we make markets in Sterling and Dollar certificates 
‘of deposit and Government Bonds and Bills. 

In association with the Kirkland-Whittaker Group, leading 
brokers in sterling and eurocurrency deposits, we offer a 
complete money market service. 


Gillett Brothers 


Discount Company Ltd 
65 Cornhill, London EC3V 3PP 
Telephone: 01-283 3022 Telex: 887103 sintered 
The market makers ` 


Associates: The Kirkland-Whittaker Group Limited, St. Alphage House, Fore St, EC2Y 5JH. Telephone: 01-638 9354. Telex: 886050. 


NEW PENSIONS LEGISLATION... . 


all in 


covering Income Tax, Corporation Tax and Capital 
Gains Tax. 

7972-73 Edition. Edited by DAVID ROBERTS, of 
Butterworths Editorial Staff. 


E Butterworths Tax Handbook — the ‘Yellow Book’ — sets 
out verbatim the whole of the Income Tax Acts, Corpora- 





coton Tax Acts and Acts relating to Capital Gains as i pe i GN a 
= amended and as operative during the current tax year. KA ’ WIR 
`." Amendments are shown in the right place either by altera- i i : 

` tons in the text or by cross-references set against the old 


legislation. 
£4-60 post free. O 406 50988 3 


y a 
Green’s Death Duties 
7th Edition 1971. By D. J. LAWDAY, LL.B., Barrister and 
` EJ MANN, LL.B. both of the Estate Duty Office. 





1972 Supplement. By P. D. FRESHNEY and A. G. NIELD, x a x T 
both Senior Examiners at the Estate Duty Office. GRE are one of the largest Life 


This is the leading. modern work on Death Duties, being Offices 1 in the UK. We seta lead i in the 


specially designed for practising lawyers and accountants. 
The seventh edition incorporates more fundamental and introduction of new pen. sion policies to 


» far-reaching changes in the law of Estate Duty than any ee ‘ g i 
of its predecessors. meet the changes required by the 1970 


As a Butterworths Modern Textbook, the work is kept Finance Act. We are ready to meet the 
up to date by the regular issue of cumulative supplements. = SE 3 S r 
` The 1972 Supplement, to be published this month, challenge of the new Social Security Bill. 


includes a Noter-up containing a discussion of the : We can give you the highly expert advice 


latest cases and statutory developments and Board of 


Inland Revenue press notices. Under the heading of that you must have 1 in deciding what to 


Additional Statutes are set out the relevant provisions 


of the Finance Act 1972. do for your employees. Let us “help 
Complete Work £13-00 O 406 21404 2 vou —- now. 
1972 Supplement only £1-00 0 406 21405 1 


Mellows: Taxation of Land e Flexible contracts second to none. 
Transactions e Protection against inflation. 


By A. R. MELLOWS, T.D., B.D, LLM., Ph.D, AK.C., e Managed Fund w i 
Solicitor, Director of Conveyancing Studies at King’s 8 n here an equity 


‘College, London. investment service is needed. 
A new and greatly needed book, Mellows deals with all 
aspects of the taxing of land transactions. Among the | o Highly qualified pensions consultants 


matters covered are investment income from land; d 

capital allowances; capital gains tax on freehold and i located throughout the UK. 
leasehold transactions; sales and lease-back; industrial i 

and commercial property; general rates of land taxation. i 

For both client and advisor, Mefows gives a readable d Write now to the 

account of the law as it is, and how affairs may be organised i i 


` to minimise liability to tax and duty. | Sales Manager (Pensions) 
Due for publication January 1973 0 406 62390 2 


Pri ; 
rice to be announced. Employers and employees 


Despatch charges: orders of £3 or less, add 20p; £6 ge ta good deal from 
or less, add 30p, £10 or less, add 40p; £15 or fess, 
add 50p; £20 or less, add 0p; over £20, add 70p. 


BUTTERWORTHS 


. 88 Kingsway, London WC2B 6AB. 
Showroom: 11-12 Bell Yard, Temple Bar, WC2 





Guardian 


Royal Exchange 


e Assurance Group 
Royal Exchange, London n peat 3DN 








City Notes 


` [APPROACHING the end of the year with the FT Index in 
fN\the 500 region, the stock-market is probably less well 
placed. than the early-year optimists anticipated but better 
placed than the autumn pessimists forecast. And yet there can 
be no great confidence put in the pitch of the market unless 
fears of a new Government-labour confrontation over the 
Industrial Relations. Act are removed. wo need 
But strikes apart, the uncertainty of the worth of the much 
vaunted, UK economic growth rate is another unnerving factor. 
Hire-purchase debt and retail sales indices tell of a continuing 
retail boom, but there is still no evidence that consumer demand 
is leading to increased capital investment. Better machine tool 
-order books, for example, are almost entirely the result of special 
Government orders. 
"The balance of payments situation showing a nine months’ 
surplus of a mere £16 million may be changed for the better 
by the end of the year when dock strike effects are largely 
cancelled out. But a poor balance of payments situation runs 
parallel. with the growing evidence that the authorities intend to 
curb the expansion of the money supply and to raise interest 
rates. Apparently the price of money is not affected by the price 
freeze. | 
¿Against these factors there is the fact that industrial earnings 
chave this year continued to rise, and that in most cases present 
share price levels are being substantiated by earnings and in 
normal events would be underpinned by dividends. 


| 
i D * * * 
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3 : 

HE merger of Guinness Mahon and Lewis and Peat — 
` | personalities apart ~ is one more City sop to the virtue that 
is accepted as being part of bigness. Tọ achieve success in the 
intricacies of financial operations it is considered essential to be 
big enough to cover virtually everything, or specialist enough 
To cover particularly one corner of something. But gradually the 
‘specialists are being absorbed into vast, all-covering organi- 


zations. Guinness Mahon plus Lewis and Peat does not leav 
much out financially, and there is little doubt that if anythin 
is left out, it won’t be left out for long. 


* * ® Ki 


ME rarely is the stock-market wrong in its appar 
judgement of a company. The huge fall in the shares o 
Dunlop company to under gop, compared. with a year’s pi 
of virtually 200p, reflects investment judgement of the lik 
dire result of Dunlop either arranging a divorce from its unio 
with Pirelli or of maintaining it on its present trading an 
accounting basis. Dunlop stays married to Pirelli at present bu 
does not account for its Italian offspring’s losses. That may 
acceptable if the losses are limited. When the losses mount, 
does the problem of accounting — or not accounting — for the 
Dunlop’s protestations that the programme of negotiation 
going according to plan are not convincing to a stock-marke 
which will continue to fear the worst unless Dunlop show t! 
the worst has been discounted. See 


* * Kä ` * 


EN the London Stock Exchange Council first allo 

member firms to form limited organizations for the p 
pose of introducing outside capital, particularly into the jobbir 
system, the possibility that the limited concerns might late 
go public and obtain a stock-market quotation for their cap: 
was not rated particularly highly. In fact, suggestions that go 
public was inevitable and that the inevitable would not t 
long in arriving were treated, with something not far short 
scorn. Now, the Stock Exchange Council has made the fir 
move towards the public quotation of shares in Stock Excha 
companies and the Council certainly did not make such a mov 
without being nudged into doing so. When quotation is finall 
permitted, the applications will not be slow in going in. 


RATES AND PRICES 


Closing Prices, Tuesday, December 12th, 1972 


Bank of England Minimum Lending Rate~—Dec. 8th, 1972. 8% 


m Treasury Bills 

Oct. 6. .. £6°6676% Nov. 10 «+ £68838% 

Oct. 13 . £66890% Nov: 17 ,, £68558% 

Oct. 20 £67135% Nov. 24 .. £69346% 

Oct. 27 | .. £68930% Dec. 1 .. L71490% 

Nov. 3 , £6°8838% Dec. 8 , £74742% 

; f Money Rates 

“Day to day .. 5-7% Bank Bills 

o dag zit, 2 months .. 8 -84% 

Fine Trade Bills 3 months .. 8 -841% 

` ` g months .. 83- 93% 4 months 8 -84% 
4 months .. 8E- 92 % 6 months 84-9 % 
6 months .. oho % 


Three Months’ Rates 


Local authority deposits 84-88 
Local authority bonds 73-84 
Sterling deposit certificates 84-83 
Euro-sterling deposits oi oO 
Euro-dollar deposits .. 34-6% 





Finance House Base Rate — December 1st, 1972. 8% 
Retail Price Index (16.1.62 = 100) 167°7, 20.10.72 (from 1664) 


Tax Reserve Certificates (3.1:72) Personal 34% 
(Company certificates no longer on offer). 


Foreign Exchanges 

New York 2°3375 Frankfurt 
Montreal 2°3356 Milan 
Amsterdam 7:5562 Oslo 
Brussels 10307 Paris 
Copenhagen 16-0175 Zurich 

Gilt-edged ; 
Consols 4% 42} Treasury 9% 1994 `, ok 
Consols 24% asi Treasury 84% 84-86 .. 9425 
Conversion 33% 362 Treasury 84% 87-90 .. So? 
Conversion 54% 1974 95% Treasury 64% 1976 <. 03 


Funding 34% 99-04 -. 438 Treasury 34% 77-80 — "zé 


Funding 54% 78-80 823 Treasury 34% 79-81 -0 75" 
Funding 54% 82-84 79% Treasury 5% 86-89 .: 65% 
Funding 52% 87-91 Kë Treasury 5$% o8—-12..- Gog 
Funding 6% 1993 Jak: Treasury 24% -- 26t 
Funding 64% 85-87 . .. . 8of Victory 4% in 08E 
Savings 3% 65-75 „x 89 War Loan 33% ve 208 












Letters 





Examining an Examining Technique 


‘Sir, ~ I read with great interest the article by R. E. Ellmer, M.A., 

FECA, A.C.LS,, in your issue of November joth. 

` kt seems to be that Mr Ellmer is ‘anti’ objective testing (or in 

his terminology ‘the quiz technique’) as applied to accountancy; 

albeit, he does agree that ‘the method could be used to some 
effect on a classroom test basis and as a method of selection of 
students to the profession’, 

_ I wish to draw his attention to two main points: 

(a) the use of objective type tests linked with programmed 

"` Jearning; ; 

(b) the use of a feed-back classroom in running programmes 
and multi-choice type tests which I have proved to be 
highly successful in my working environment with G.C.E. 
A’ level and O.N.D. II accountancy students. 

¿E feel that this technique could be introduced into inter- 

ediate examinations of the major accountancy bodies, along- 

ide orthodox-type questions. Then perhaps we may avoid 
uestions on joint ventures and consignment accounts which 
ome ‘professionals’ never meet in their entire working lives. 
In Mr Ellmer’s conclusion he refers to candidates’ careers 
eing at stake in the final examination, and that the use of this 
ype of test may adversely affect a candidate’s performance. 
ut what of the 65~70 per cent annual failure rate? We do know 
f many very able accountants who earlier failed one or more 
attempts at their final examination; therefore, I feel that this 
type of technique could be integrated successfully into our 
xXamunation system. 
Yours faithfully, 
P. E. DUNN, 
Lecturer, Business Management Studies, 


Chesterfield. CHESTERFIELD COLLEGE OF TECHNOLOGY. 


Beware of the DoT! 


IR, ~ A few years ago I had become increasingly concerned 
bout the standards adopted by some unit trust managers in 
dvertisements for public subscription and in half-yearly 
reports to unitholders. 

Having obtained no comfort from letters to managers, trustee 
anks and the Association of Unit Trust Managers, I wrote in 
May 1969 to the Insurance and Companies Department of the 
hen Board of Trade. I suggested that managers should be 
required to include, in each of their periodic reports to unit- 
holders, true and fair statements covering: 


(1) The current distribution -~ the amount of the distribution per 
unit for the period covered by the report and the amount 
per unit for the preceding period corresponding with the 
current period, together with an adequate explanation of 
the variation if the difference between the two amounts is 

_ Significant. 


|. (2) The distribution record — the amount of the distribution per 

unit for each distribution period during at least the last ten 
years, or since the formation of the trust if that is a shorter 
period. 





































(3) The price record — the original offer price per unit and the | 
offer price at the end of each accounting period for at least 
the last ten years, or since’ the formation of the trust if 
that is a shorter period, 

I also suggested that the managers should not be permitted to 
accept an investment from any person who does not already hold. 
units in the trust concerned, unless the intending investor has 
indicated in a written application that he has been supplied 
with the current report of the managers to the unitholders. It 
seemed to me that the ways in which unit trust managers could 
invite public subscriptions. were and still are ludicrous when 
compared with what is required in company prospectuses in- 
cluding those of investment trust companies. 

Earlier this year, when there was some exposure of the way 
in which the Insurance and Companies Department carries out 
its responsibilities, I inquired of the DoTI whether any action 
had been taken on my suggestions. The reply contained nothing 
useful, but it ended as follows: 

‘... the value to potential investors of data about ‘past. per- 

formance is not universally accepted. As regards the annual’ ` 

reports, it seems arguable that a unitholder able to make use of 
ten year figures would be aware of the ten year records ‘of 
distributions and prices for all trusts which are published in the 

Unit Trust Year Book’, 

This remarkable philosophy, coming from the Department 
responsible for the administration of the Companies Acts, makes 
one tremble at the thought of the Do TT having any responsibility 
for the acceptance here of emanations from Brussels. 


Yours faithfully, 


Warlingham, Surrey. F. M. WILKINSON. 


Inflation — Its Cause and Cure 


Sir, ~ Jack Clayton’s letter in your November 3oth issue, 
captioned ‘Enriching the Gravy Trains’, succeeds in hitting half 
the nail on the head. Whilst the exact sums might be subject to 
argument, I think the general scale and trend is unarguable: 
capital allowances against company tax are rising so as to neutral- 
ize the overall net levy from company taxation, although os 
between separate companies, of course, the degree of benefit 
will be quite variable. 

The overall picture that Mr Clayton paints, however, is 
over-simplified. During the period 1952-71 net company income 
before tax and allowances contracted to about one-half its 1952 
share in total national income. This was caused by rising costs 
(wages and salaries especially) and by limitations on compensat- 
ing price increases imposed both by foreign competition and by 
the coercion of successive British governments. It is true, I 
think, that dividends are higher than they should be without 
generous capital allowances. But equally, capital investment is 
also higher because of this generosity. Indeed, without modera- . 
tion of the company tax burden by devices specifically linked to 
the level of investment, capital expenditure would today be 
even smaller than it is, our productivity gains even less, and 
our competitive position in world markets even worse. 

No, the villain of the piece is the British syndrome of the 
wage-cost-price-profit squeeze over a period of 10 to 45 
years. If Mr Clayton actually had to replace Mr. Barber as 
Chancellor, I would be surprised if he could hold back the tide 
of events any more than Mr Barber, or than Mr Heath or King 
Canute. Nor is inflation primarily caused by Mr Barber’s 
‘squandermania’: the primary cause is a pronounced change in 
the psychology and expectations of both employers and em- 
ployees. I very much doubt that either Mr Clayton or 1 will 
live to see inflation permanently stabilized. That being so, it is ` 
only right that the ASSC should come to terms with reality, 
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and recognize ‘replacement cost’ for what it is, the truest 
measure of real economic cost ~ as any successful barrow boy 
or market trader would instinctively understand 
` Mr Clayton should bear in mind that not only would ‘replace- 
ment cost accounting’ allow, subject to government goodwill, 
further tax relief on account of the difference between historical 
and replacement depreciation, but also it would increase total 
cost directly charged in published accounts, reduce disclosed 
profits before tax, improve the net of tax cash flow available for 
investment, and counteract the effect on net profits of any more 
favourable tax treatment, so that the net profits after tax and 
allowances available for dividends might often contract, as 
opposed to the expansion that Mr Clayton apparently fears. 
Lastly, I fail to see any reason for Mr Clayton’s apparent 
regret at the shift of the tax burden from companies to persons, 
Company taxation distorts business judgement and efficiency. 
Also, at least in the case of widely-held public companies, the 
company is impersonal — by definition it cannot feel or assess 
the benefit of expenditures from tax revenues. Why not let those 
who benefit — persons ~ pay all the tax? They would then be the 
more likely to judge value for money more rationally! Nor does 
equity and the progressiveness of taxation depend upon the 
perpetuation of company taxation, given appropriate anti- 
avoidance legislation and enforcement. 


Yours faithfully, 


J. R. PERRIN, 
Professor of Financial Control, 


Lancaster. UNIVERSITY OF LANCASTER. 


Incomes Policy for All 

Sir, ~ Following my recent illness, I have just caught up with 
your leading article of October 5th. While some of your argu- 
ments are evocative of my article ‘Inflation and Accounts’ 
(December znd, 1971 issue) it grieves me to learn that my 
missionary efforts have not procured a proper reorientation of 
editorial thought on inflation. Otherwise, you would have 
eschewed such popular fallacies as “The fault lies not with 
Government but with the militant groups’ and “The sole 
beneficiary of inflation ... is ... the tax collector.’ 

Have you forgotten The Economist’s ‘profits show the quickest 
response to inflation’ (if so, there was a sharp reminder in the 
Financial Times (December 1st) under the headline “Industry 
profits rise by 19 per cent’) and Jim Slater’s cryptic ‘super- 
profits arising from inflation’, that rocked the ICA 1970 Cam- 
bridge summer course? 

The basic concept of your leader ~ pace Messrs Edward 
Heath and Anthony Barber ~ that the roots of inflation are 
excessive pay claims, is untrue: ‘Inflation is caused by excess 
spending’ (Hawtry); “The British Disease, state-induced. 
inflation of the currency, [is] bréught about through over- 
spending in the public sector’ (Hutton). 

Proof? One need look no further than the post-war escalation 
of public sector spending (PSS) from 24 to 50 per cent of GNP; 
and the complementary squeeze ~ by high taxation and inflation 
= of consumer spending, from 73 per cent GNP to 59} per cent. 
Moreover, an increasing proportion is consumed by the non- 
working population; and, as ‘Crowther’ revealed, large annual 
slices are from hire-purchase debts, rather than earnings. 

‘We must learn the lessons of history’, said Mr Barber at the 
1970 ‘victory conference’, but he seems unaware of our 600- 
year history of abortive attempts at statutory wage freezes. 
Even the pseudonym ‘incomes policy’ is ineffective: Mr George 
Woodcock called the first White Paper (issued by Mr Selwyn 
Lloyd in 1961) ‘very provocative’, while his colleague, Harry 
Douglas’s comment was more lurid: ‘we still have the teeth- 
marks of Stafford Cripps’ wage freeze on our backsides’. 

The illusion of a price freeze was shattered by the report — 



























































alongside Mr Heath’s brave words regarding ‘the absolute 
necessary standstill on prices and incomes’ ~ ‘Zinc price rise o 
8 per cent approved’. Was it just a sad coincidence, or a hint 
to the nouveaux pauvres not to take too seriously the price freez 
Over the past decade, you have published a series of my articles 
and letters, developing and exemplifying four main ideas: ~ 
(1) Inflation is legalized robbery ~ of pay, pensions, annuities- 
and debts — currently at the rate of £25 million per day. _ 
(2) It is not caused by high wages, but by PSS. 
(3) ‘The way to stop inflation is to stop prices rising’ (Robens. 
and 
(4) Cut government spending. 


In the first of those articles, ‘Stop Eating the Seed Corn 
(January 18th, 1964 issue) I foresaw that: ‘ 
“The five-year plan, recently tabled by Mr Maudling, fo 
adding a further £2,000 million per annum or thereabouts’ ti 
the already swollen total of public expenditure . .. gives cause 
for alarm as to the stability of the £ in the foreseeable future.’ 
My advocacy has included a negative income tax (since, ir 
1946, the Beveridge Plan was in course of implementation) fre 
depreciation, backward-relief of corporation tax, and a price 
freeze; all of which — belatedly and in eviscerated form ~ have’ 
been imposed by events on Mr Heath’s Government. 

To avoid misunderstanding, let me echo your disavowal of * 
monopoly of economic wisdom’; my view is that my heresies 
on inflation, et al, are worthy of examination, if for no othe: 
reason than (as one philosopher said of another) ‘occasionall 
he stumbles on the truth, by reason of his inconsistency 
error’. i 

In Part II of “To Love and to be Wise’ (April rst, 1971 issue 
I submitted — with due humility — my ‘cure’ for inflation: 1 
comprised, inter alia, an absolute price freeze and a dras 
pruning of PSS. In my letter in your issue of November 30: 
last, I referred to the {1-5 billion ‘gravy train’, the excisi 
whereof could be a salutary starting point. 

The merit — to me — of your leader, was to compel a re-assess 
ment of my proposed ‘cure’ and to realize that it was incomplete; 
it requires a further radical ingredient. If possible, I woul 
welcome an opportunity of presenting my revised plan, initially. 
to a critical audience — preferably of chartered accountants. 

I realize that district society programmes are settled for the 
winter; but would any enterprising secretary care to arrange an 
early ad hoc meeting, and invite me to present my new pape 
‘The Way to Stop Inflation’? I believe that my ‘cure’ would 
provoke a lively discussion. Any offers? 

Yours faithfully, 


JACK CLAYTON, F.c.a. 


Cheam, Surrey. 


Taxation in the EEC 


Sir, — In Mr Terence Webb’s article dealing with Belgium, the 
first in a series on tax systems in the Common Market countrie: 
(November 23rd issue), there were a couple of errors which 
should be pointed out. ae 

In the section dealing with tax losses, he states that losses 
incurred during the first five years of business can be carried 
forward indefinitely for companies incorporated between 
January rst, 1967, and December 31st, 1970. However, the 
correct terminal date is June 3oth, 1970. Be 

The section on value added tax contains two errors. First! 
value added tax is levied at the normal rate of 18 per cent, rather 
than the 20 per cent mentioned in the article; and secondly, th 
tax on exports applied only for the calendar year 1971 and hi 
since been discontinued. S 

Apart from the above items, the article was a good general 
summary of the principal items of importance, and. hopefully 








entry into the Common Market. 





E . Brussels. 

























: Goodwill Valuation 


wooden pallet business recently. 


At a meeting of the Council of The 
Institute of Chartered Accountants in 
England and Wales on December 6th, 
under the chairmanship of the President, 
Mr D S. Morpeth, T.D., B.COM., FA. 
the following were among the matters 
considered. 


Loyal address 


A Loyal. Address on behalf of all mem- 
ers of the Institute has been sent to the 
ucen and Prince Philip congratulating 
them on their Silver Wedding Anniver- 


Value added tax 


iscussions are continuing with the 
‘Department of Customs and Excise on 
vatious aspects of VAT as it affects 
professional accountants. Members will 
be kept informed of developments. A 
preliminary announcement regarding the 
tax point for services carried out by 
practising accountants for clients has 
recently been published in the pro- 
fessional press (The Accountant, December 
qth, page 740). 








EEC company law 


Further directives issued by the Com- 
mission of the EEC are being studied by 
the Institute. These are the proposed 
Fifth Directive for co-ordinating the 
ructure and management of companies, 
and a proposed directive concerning the 
contents, control and distribution of the 
© prospectus. 











_ Recruitment aids and 

_ audiovisual presentation 

_ An audiovisual presentation consisting 

of visuals in the form of filmstrips and 
` slides backed by a taped script has been 





the series will be completed soon, in view of Britain’s impending 
Yours faithfully, 
GERARD LAIN. 


‘Sir, ~ I would be interested to know if any of your. readers 
‘have had experience in the disposal of a timber packing case and 








self-evident. The problem 








efore me is the valuation of goodwill. : 


In the particular case I am dealing with, there are no exceptional _ 


business. 


conditions appertaining to the premises which would require 
this goodwill valuation to be based on the capital structure of the 


Is there a recognized practice for valuing goodwill on the 


The valuation of plant, machinery, and buildings is itself 


prepared as a recruitment aid. The 
presentation, which is sufficiently com- 
prehensive to be shown by a non- 
accountant, is capable of replacing the 
opening talk given by careers speakers 
when fifteen- and sixteen-year-olds are 
introduced to the profession. The greatest 
effect will be achieved when the pre- 
sentation is supplemented bya question 
and answer session with a member of the 
Institute. 

Fifty sets of filmstrips, 50 sets of 
slides and 100 tapes of the script will 
shortly be available for distribution to 
district societies. 


The new proposals for 
education and training 


A new statement entitled ‘Education and 
Training — Paper No. r` clarifying 
certain aspects of the Council’s State- 
ment of May 1972 ‘A Policy for Edu- 
cation and Training’ is reproduced on 
another page. The new document in- 
cludes information on study leave, 
eligibility for examinations, conversion 
courses for graduates and nine months’ 
foundation courses. 


‘How to train’ forums 


The two ‘How to Train’ forums held at 
Chartered Accountants’ Hall in October 
and Nevember were successful in pro- 
viding information and stimulating dis- 
cussion relevant to the training of articled 
clerks. The two-, three- and four-partner 
firms were well represented and many of 
the large firms sent training partners or 
training managers. PP ihe ees 


Similar forums are now being arranged 


in the provinces. A three-day forum will 
be held in Manchester in late March 
1973, and it is hoped. that others will 
follow in Birmingham and Bristol. 


trading position — either turnover or profit; and upon what sort 
of period would this be calculated? 


Yours faithfully, 
BOXER. 


The Institute of Chartered Accountants 
in England and Wales 


Council Notes - Points of Interest from December Meeting 


Admissions to membership 


Two hundred and nineteen new members 
were admitted. 


Members present 


The following members of the Council 
attended the meeting: 


Mr D. S. Morpeth, T.D., President, in the: 
chair; Mr E, K. Wright, Deputy President; 
Mr K. J. Sharp, T.D., Vice-President; Messrs 
J. A. Allen, G. R. Appleyard, J. C. Bayley, 
Sir Henry Benson, G.p.z., Messrs D. A. 
Boothman, L. H. Clark, D. A.-Clarke, R. W. 
Cox, P. H. Dobson, S. M. Duncan, J. V 
Eastwood, Professor H. C. Edey, Messrs 
S. Edgecumbe, E. J. Frary, J. W. G. Frith, A. 
Green, J. P. Grenside, M. R, Harris, LS 
Heaton, J. A. Jackson, G. B. Judd, RO A. 
Keel, G. H. Kingsmill, 8. Kitchen, Sir 
Ronald Leach, €.B.E£., Messrs M. G. Lickiss, 
J. Lunch, B. A. Maynard, W. R. McBrien, 
W. G. Medlam, S. A. Middleton, W. Bertram. 
Nelson, c.3.8., E. J. Newman, D. G. Richards, 
D. W. Robertson, B. G. Rose, E. C. Sayers, 
R. G. Slack, H. G. Smith, A. CG Thomas, 
R. P. Tovey, D. C. Urry, A. H. Walton, 
D. N. Walton, J. Whitehead, R. G. Wilkes, 
0.B.E., T.D., 5. P. Wilkins, J. C. Montgomery 
Williams, R. G. Wilson. 


Readmissions to membership. 
under clause 23 of the 
Supplemental Royal Charter 


The following readmissions to member- 
ship have become effective: 


Jack Frederick Cornelius, F.C.A., Cape 


Town, South Africa. 
Ashvinbhai Kuberbhai Patel, 
London SW16. 
John Newall. Savage, F.c.a., . Penrith, 
Cumberland. 

Alan Keith Harrison Scott, B.A, A.c.A., 
~-Marton-in-Cleveland, Middlesbrough. 
John Samuel Sloan, F.c.a.,. Cobham, 
Surrey. 
Vernon Maurice. Taylor, F.¢.A., Beirut, 

Lebanon. 


ACA, 






| Disciplinary Proceedings 
) Disciplinary Committee — Hearings on 24th October, 1972 


i. John Gordon Hurst, F.c.a., of 89 
London Road, Leicester LE2 oPF having 
been found guilty of acts or defaults 
discreditable to a member 


(a)in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
in his professional capacity on 
24th November 1971 by a firm. of 
accountants 


(b) in that he without good. cause failed 
within a reasonable time to reply 
to the usual professional reasons 
letter addressed to him on 24th 
May 1972 by a firm of accountants 
in respect of a client 


Le) in that he without good cause failed 
within a reasonable time to reply 
to a letter addressed to him on 30th 
May 1972 by the Institute con- 
cerning a complaint made against 
him by a fellow member 


was EXCLUDED from membership. 
! 

2. Arthur Ralph Johnson, F.C.A. of 
Great Chapel Chambers, 9 Great Chapel 
Street, London W1V 4DD having been 
found guilty of acts or defaults dis- 
creditable to a member and having failed 
to pay his subscription to the Institute 
within the required period 


(a) in that he without good cause failed 
within a reasonable time to carry 
out instructions given to him in his 
professional capacity on 5th July 
1971 to value shares in a certain 
company 


(b) in that he without good cause failed 
within a reasonable time to reply 
to a letter addressed to him on 7th 
December 1971 in his professional 
capacity by a client 


(c) in that he without good cause failed 
within a reasonable time to reply 
to a letter addressed to him on 13th 
April 1972 by the Institute con- 


cerning a complaint made against 
him by a client 


Idi in that he failed within four 
months of the same becoming due 


to pay a subscription for the year ` 


1972 payable by him to the Insti- 
tute under Clause 11 of the Supple- 
mental Royal Charter and bye-law 
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was EXCLUDED from membership. 


3. John Alan Chisholm Will, F.C.A., of 
14-15 George Street, Brighton, Sussex 
BN2 15B having been found guilty of an 
act or default discreditable to a member 


in that he without good cause failed 
within a reasonable time to reply to a 
letter dated 30th March 1972 addressed 
to him in his professional capacity by 
a firm of accountants requesting certain 
information required to deal with the 
affairs of a client formerly a client of 
Mr Chisholm Will but then a client of 
the said firm 


Was. REPRIMANDED. 


4. Mr A, F.C.A., having been found 
guilty of acts or defaults discreditable to 
a member 


(a) in that he without good cause failed 
within a reasonable time and despite 
six reminder letters to reply to a 
letter addressed to him in his pro- 
fessional capacity on 6th April 
1971 by a firm of accountants 


(b) in that he without good cause failed 
within a reasonable time to reply 
to a letter addressed to him by the 
Institute on 11th April 1972 con- 
cerning a complaint made against 
him by a fellow member 


(c) in that he without good cause failed 
within a reasonable time to reply 
to a letter addressed to him in his 


JOHN FOORD & COMPANY 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


professional capacity on ard Mar 
1972 by a firm of accountants 


















































(d) in that he in or about March 197. 
without good cause failed to imple. 
ment an. undertaking given by him 
on the telephone to a member. o 
the public that information requires 

of him in his professional capaci 
would be forwarded to the caller’ 
accountants, within approximatel 
two weeks of the telephone con 
versation 


(e) in that he without good cause faile: 
despite four reminder letters t 
reply to a letter addressed to him 
as former Treasurer of a charitabl 
trust on 8th February 1972 by th 
Honorary Secretary of that organi 
zation 


(f) in that he without good cause faile 
within a reasonable time to reph 
to a letter addressed to him by 
Institute on 29th June 1972 co 
cerning a complaint made agains 
him by the Honorary Secretary 
a charitable trust 


(g) in that he without good cause faile 
within a reasonable time to re 
to a letter addressed to him in 
professional capacity on 8th Ma 
1972 by a director of a compan 


(A) in that he without good cause fai 
within a reasonable time to re 
to.a letter addressed to him on 22 
June 1972 by the Institute 
connection with a complaint by th: 
Secretary of a company of whic’ 
company: he was then auditor ` — 


was REPRIMANDED but the Committe 
considered that there existed. special 
circumstances justifying the emission of 
his name from the publication of: th 
Findings and Decisions. 


5. Robin Paul Sherwood Long, an: 
articled clerk, having been found. guilty 
by a court of a criminal offence : 


in that he on 6th June 1972 was 
_ convicted of handling a motor vehic! 
knowing or believing it to be stolen. 


it was decided that no action be taken i 
respect of the complaint. 


01-262 2473-8 










































Education 


-M.B.1.M., M.B.C.S., 


South Bank 


in this growth area of higher education. 


E accountant who decides he would 
like to take up teaching as a career 
need have no fears that he will have left 
the accountancy profession; he will be 
practising accountancy within the teach- 
ing profession. The successful teacher 
wll maintain close links with accountants 
in practice and in industry, and many 
“opportunities exist for discussion and 
‘liaison through, for example, visiting 
sandwich course students, discussing the 
progress of articled clerks with their 
principals, and sitting on various com- 
mittees which link the practical and 
academic sides of the profession. He will 
continue to read the various professional 
journals and will, if he is wise, participate 
“in. the conferences organized by the 
_ various professional bodies. He will have 
ypportunities for research, for further 
study and for a limited amount of pro- 
fessional work. 

. He will not, however, be taking on a 
sinecure. The young man or woman who 
replies, ‘I fancy the short hours and long 
holidays’, when asked by the appoint- 
ments panel why he or she wishes to take 
` up teaching, is not likely to be appointed. 
-The job of the teacher is an arduous one 
‘and I well recall the case of a senior part- 
mer who, having been ill and advised by 
_ his doctor to ‘ease up a little’, obtained a 
post as a lecturer in accounting. He found 
‘the job extremely interesting, he was 











8 - The Accountant in 


by CHARLES H. WATSON, F.C.C.A., J.Dip.M.A., F.C.1LS., 


Dean of the Faculty of Administrative, Liberal and Social Studies, and 
Head of Department of Accountancy and Finance, Polytechnic of the 


Following the article by Mr John Anderson, M.A., A.C.A., Barrister, on 
‘Teaching in the Private Sector’ (‘Roundabout'’, September 27st), Mr Charles 
Watson now writes on the opportunities for the teacher of accounting in 
polytechnics and technical colleges, and the prospects for advancement 


enthusiastic, his students benefited greatly 
and when walking to the station in the 
late evening, was invariably accompanied 
by two or three students anxious to extract 
a few more words of wisdom. When he 
reported to his doctor for a check up a 
year later, he was advised to return to 
practice! 

The newly-qualified accountant con- 
templating a career in teaching must have 
enthusiasm for his subject and its de- 
velopment, be interested in working with 
young people, recognize that the boun- 
daries of his subject are ever-widening, 
and be aware of the contributions cur- 
rently being made to the development of 
accounting and finance by people whose 
basic disciplines are economics, mathe- 
matics and behavioural science. He must 
be prepared to learn rather more about 
these subjects and to help his colleagues 
to learn something about accounting. 


How to join 


Appointment is usually at lecturer II 
level which carries a salary of £2,355- 
£3,083, the point of entry being deter- 
mined by the applicant’s current salary 
and the nature and duration of his experi- 
ence since qualifying. Opportunities exist 
for promotion in due course to senior 
lecturer with a salary scale up to £3,768 
and principal lecturer up to-£4,339. For 


Career Opportunities 





Prior to joining the teaching profession as 
Head of the Department of Business Studies. 
at Catford College of Commerce in 1963, 
Charles Watson held senior positions in 
management. accountancy and _financiat 
management after qualifying as a certified 
accountant in 1952. He joined City of West- 
minster College (now the major part of the 
Faculty of Administrative, Liberal and Social 
Studies of the Polytechnic of the South 
Bank) in 1966 and was elected Dean of the 
Faculty in 1971. 

Mr Watson is an active member of The 
Association of Certified Accountants and 
serves on the Education and Technical and 
Research Committees, and is a member of 
the organizing committee responsible for the 
Association’s annual ‘residential week-end 
school for students held at New College, 
Oxford. He is currently President. of the 
Bromley District Society of Certified 
Accountants. 





women accountants, the principle of 
equal pay applies and an increasing num- 
ber are taking up teaching: my depart- 
ment currently has three. 

Caution is a natural characteristic of 
an accountant and many who feel they 
would like to become teachers obtain 
some preliminary experience as part-time 
evening lecturers before seeking a full- 
time appointment. This is useful but 2 
has its limitations; it usually provides 
experience only of the face to face contact 
with students; it offers little opportunity 
to discuss common. interests with ‘other 
colleagues; the evening lecturer sees little 





















PROFESSIONAL 
INDEMNITY 
INSURANCE 


C. T. BOWRING & MUIR BEDDALL 
(HOME) LTD 

The Bowring Building 

Tower Place 

London EC3 


Telephone 01— 283 3100 



















We are available to advise you on all 
aspects of professional indemnity 
insurance. 








LEWIS, COATES & LUCAS LTD 


LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 





© | Draft Memorandum and Articles 
supplied by return of post 

o Company Seals and Books 

© | Notepaper, Bills, etc., printed 
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All office requisites 
READY-MADE COMPANIES 


“inclusive 







38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 
_ 01-251 0344 (7 lines) 




























There are many 
quick and easy 
‘ways to fail an 
examination 











The figures.prove it. You have only to look at the 
latest Chartered results statistics to see how easy it is 
to fail. 












But the statistics also show that if you complete 
75% or more of a Foulks Lynch Correspondence 
Course you will have a much better than average 
chance of passing your examination at the first 
sitting. 






Attend a Foulks Lynch Intensive Revision course in 
addition — they are held shortly before each 
examination — and you'll have an even greater chance 
of success. But hurry — only a few places are available 
on the February and March Intermediate and Final 
Intensive Revision classes and the following courses 
in September and October are already well booked, 












In 1973 we shall also be providing pre-examination 
evening classes. 











Foulks Lynch offer you the highest standard of 
accountancy tuition available. Because of this their - 
record of successes in professional accountancy 
examinations is unapproached by any other tutorial 
establishment. 


Ask the enrolment officer, Mr E. S. Moore, for details 
of Foulks Lynch home study courses, Graduate 
package courses, and daytime and evening classes. 








H. Foulks Lynch & Company Ltd 
4 Chiswell Street, London EC1Y 4UR 
Telephone 01-606 0255 





Accredited by the Council for the 
Accreditation of Correspondence Colleges 
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Midland Hotel, Manchester, Jan 18. 
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‘The New Corporation Tax’ 
Midland Hotel, Manchester, Feb 1. 


Make a date for 
two of the most important 
seminars in 1973 


Two valuable chances to get an expert insight 
into the new taxes coming into force. 

The seminars on VAT will cover all the 
practical aspects, including legislation and advising 
clients, with authoritative contributions from 
Mr. R. Williams (Customs & Excise), 

Mr. G. Whitman (FCCA, AMBIM), and 
Miss V. J. Di Palma {(FCCA). 

ek The speakers at the Corporation Tax seminars, 
Mr. J. P. Hardman (FCA) and Mr. DR. Dawes 

` (FCCA), will cover an equally wide range of topics 
= from the new Imputation System and Closed 


Organisation... Eesen 
Address. 2 cei -o ase: 


DIETSCH 


Companies to Double Taxation Relief and the 
International Aspects. 

Either you can attend in London or Manchester. 
Simply ring your choice(s) above, fill in your name 
and number of tickets required. below, tear out the 
page send and it to us with your remittance 
(ACCA Members and Registered Students £12.00, 
Non-Members £15.00, inclusive: of coffee, lunch and 
tea). 

Please address the envelope to: The Head of 
Training, Association of Certified Aocountasts, 

22 Bedford Square, London WCB 3H 
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of the many other activities of the full- 
time teacher. Nevertheless, part-time 
teaching is a useful introduction, par- 
ticularly if accompanied by a conscious 
effort to acquire some knowledge of the 
other facets of the job, and most heads of 
departments will be happy to arrange 
introductions to colleagues who will be 
willing to relate their experiences. 


Work training 


The newly appointed lecturer will most 
likely be given a light time-table for his 
first year; he may be required to under- 
take something less than the 18-20 
teaching hours which an established 
lecturer. may have to work. In an en- 
lightened institution he will be attached 
to a more senior colleague to whom he 
can look for advice. He will be given an 
induction course in which the basic 
principles of teaching are explained to 
him. In my own college, new members 
are required to attend an internal course 
one afternoon a week; here they can learn 
something more of their craft, discuss 
problems with experienced teachers and 
exchange experiences. 

_ There are, of course, training colleges 
‘which offer one-year courses for profes- 
‘sionally qualified people wishing to 
become teachers, but in my experience 
relatively few accountants take such 
courses, presumably because of the 
financial strain involved in becoming a 
student for a year. Facilities exist, how- 
ever, for a similar course to be taken on a 
sandwich basis by serving teachers. 

The courses which the new lecturer 
may find himself teaching are many and 
varied. They may be part-time which 
students attend one day a week or in the 
evenings; they may be full-time, sand- 
wich, or short specialized courses. A 
variety of qualifications are catered for 
and these include examinations conducted 
by the professional bodies, courses run 
under the auspices of the Department of 
Education and Science, such as Ordinary 
and Higher National Diplomas and 
Certificates in, Business Studies, and 
courses approved by the Council for 
National Academic Awards for degrees 
in business studies or accounting. In 
addition, many colleges run short courses 
or managers and others who require a 
asic knowledge of accounting and 
nance. i 















reation and development 

he new entrant is not likely to be called 
on to teach on all of these courses at 
e same time; his own background 
ucation and inclinations will be con- 
ered in drawing up his time-table. He 
1 find a growing tendency towards 
ege-designed courses and will be 





expected to participate in their develop- 


ment; the emphasis in these courses is on 
the extension of the boundaries of sub- 
jects - the ‘why’ rather than the ‘how’. 
Courses for National Diplomas and Cer- 
tificates and for CNAA degrees are in 
this category, as also are the nine-month 
courses for articled clerks which an 
increasing number of colleges are now 
also making available for industry- 
sponsored students qualifying through 
The Association of Certified Accountants. 

In the Polytechnic of the South Bank 
we are conducting a pilot scheme in 
which students, after taking the nine- 
month course, follow this with a further 
college-designed course, which secures 
exemption from sections I-IV of the 
Association’s professional examinations. 
The course is completed by students 
attending for a final period of six months, 
at the end of which they sit the Associa- 
tion’s Section V examination. It is the 
people to teach on these courses who play 
a leading part in the design of them; this 
is stimulating and creative work and 
provides an opportunity to participate 
in the development of education for the 
profession about which there is so much 
talk at the present time and in respect of 
which Professor David Solomons has 
embarked upon a major study, projecting 
the profession’s needs into the next 
century. 


Presentation 


A word or two about the teaching process. 
Naturally, the presentation of the material 
to a group of students is important. 
What is probably more important is the 
preparation of the material, the guidance 
of students, helping solve difficulties, en- 
couraging students to help themselves. 
The job of the teacher is not merely to 
say what is in the textbook, but to 
go behind those words, to relate theory 
to his own professional experience, to 
demonstrate the relationship of account- 
ancy to other business and social subjects, 
to ensure that students do not regard 
their studies as narrowly confined. 

The lecture and the seminar are 
vehicles for the transmission of informa- 
tion; the tutorial, formal or informal, is 
probably more important to the serious 
student for it affords him an oppor- 
tunity of discussing his reading and his 
problems with his tutor. The case study 
and business game help to create a greater 
degree of realism. The accounting teacher 
is concerned. with all of these. There can 
be few jobs which provide the freedom of 
approach which the teacher has; he can 
innovate, experiment and develop. 

The successful teacher of accounting 
will soon find that his is a participative 
role; participative in relation to his 
students; participative in relation to his 





colleagues who are responsible for teach- 
ing other subjects which need to. b 
integrated; participative in relation to ‘his 
parent profession in order that it develops 
and continues to play the important part 
which it has played for many years and is 
equipped to meet the ever-growing 


-demands to which it is subjected. 


Mention was made earlier of the wide 
variety of courses which nowadays con- ` 
tain accounting and finance. Obviously _ 
the same teaching method cannot serve | 
all these requirements. The needs of the 
business studies student are different fro: 
those of the accountant student; t 
established manager will require yet a- 
different course. = 


A profession within a profession. 


I said at the beginning that an accountant 
who takes up teaching should not regard 
himself as having left the accountancy 
profession. It is absolutely essential for a 
teacher to keep up to date and this is 
particularly true of accountancy at the 
present time. In fact most traditionally 
trained accountants will find it desirable 
to undertake a fairly substantial reading 
programme in order to learn more about 
the closer links which accountancy hi 
with such subjects as mathematics and. 
behavioural science; to become mor 
intimately acquainted with the profession 
as practised overseas, particularly. ir 
Europe. He would be unwise to ignor 
the fact that university courses in ac 
counting have been a feature of America: 
education for many years. He will fin 
that his subject is rather wider and deeper 
than he had hitherto thought; he will 
enjoy acquainting himself with new 
developments. 

Education for accountants is receivin: 
much attention at the present time and 
apart from the long-range inquiry into th 
needs of the profession being undertake 
by Professor Solomons, the various pro 
fessional bodies have published proposes 
new syllabuses. Accounting teachers 
particularly those with recent experience. 
in the profession, are expected to make a 
contribution to the development of these 
syllabuses; on educational matters the 
accountancy profession has demonstrated 
its desire to liaise closely with its mem- 
bers, and others, and has set up an Ac- 
countancy Advisory Board as a vehic 
for the exchange of views on education: 
matters. ` 

In pursuing these activities the a 
counting teacher will frequently fit 
himself a member of a committee 
working party which consists not only < 
teachers but also of accountants fro 
both the practising and industrial sidi 
of the accountancy profession. He. 
likely to find himself discussing training 
schemes for sandwich course students 





with accountants in industry; he will be 
aware of the needs of industry and of 
professional practice and the enthusiastic 
teacher will find that through discussions 
of this kind he will ‘keep in touch’. 


Research 


But why not get ahead of his practising 
<- brethren? The accounting teacher will 
find the academic environment conducive 
“to research and may have opportunities 
made available to him to engage in 
research projects for which some relief 
‘from teaching duties may be granted. 
Tf he is possessed of specialist expertise, 
be may find his services as a consultant 
are in demand. He may take advantage 
of an opportunity for secondment into 
industry or the profession, or into an 
organization where he can acquire 
specialist knowledge on particular areas, 
eg, computers, programme budgeting, 
financial planning. 

The opportunity to take a sabbatical 
year may be given to more established 
teachers; most teachers who are fortunate 
_to be given a year off with pay, use it to 
attend one of the increasing number of 
; universities offering M.Sc. courses, most 
of which accept a professional account- 
ancy qualification as fulfilling the entry 
requirement. Attendance at courses and 
conferences is encouraged and much 
valuable interchange of ideas and dis- 
cussion of problems takes place. Many 
accounting teachers are invited to become 
‘members of committees of their profes- 
sional bodies and here again there will be 
found. opportunities for the educators 
` and practitioners to exchange views. 















< Opportunities 
-© Further education has been referred to 
_- many times as a ‘growth industry’; its 
teaching members have many oppor- 
tunities to pursue and develop their 
` interests and I have referred to some of 
` these, for example, research, development 
| of teaching method, secondment, sab- 
` batical leave, and participation in pro- 
fessional activities. 





<a. With the continuing development of 
_ further education, more posts for senior 
_ lecturer and for the top lecturing grade of 
principal lecturer should become avail- 
` able. Naturally, the possession of a higher 
degree, probably acquired by study 
during sabbatical leave, will enhance the 
` prospects of a higher appointment. Some 
accounting lecturers eventually become 
`. heads of departments and a few become 
Principals of colleges. 


_ Superannuation, being the responsi- 
< bility not of the employing authority but 
i of [the Department of Education and 

Science, is not affected by teachers moy- 










ing from one college to another and many 
accountants have accelerated their pro- 
motion by this means. 

Accountants, by instinct and training, 
are seekers-out of information and the 
would-be teacher will obviously find out 
as much as he can about the teaching 
profession and of any particular job in 
which he is interested. It is not unusual 


for accountants to seek further general 
information, particularly from those who 

have already made the move and I would 

advise any accountant who is thinking 

about becoming a teacher to contact his 

local college, or, if he prefers, the educa- 

tion officer of his professional body, who 

will be happy, I am sure, to effect 

appropriate introductions. 





London 


CASS Adopts 


Controversial Rules 


EW rules of the London Chartered 

Accountant Students’ Society which 
were described by one member as 
‘facilitating the Society to become active 
as a sort of trade union’ were adopted 
on December 5th at a special general 
meeting. They will, however, require the 
approval of the Institutes Council 
before becoming effective. Their adoption 
was carried in spite of considerable 
opposition from the London and District 
Society of Chartered Accountants and a 
significant minority of those students 


present. 
The Society’s policy statement (The 
Accountant, November gth), ` was 


approved, as were the new subscription 
rates, but resolutions dealing with ratifi- 
cation of co-opted committee members 
and election of ACASS delegates failed. 
Paul Hendrick, chairman of a special 
subcommittee elected by the Society 
at the annual general meeting in June 






The platform party at the special general meeting. Left to right: Kevin Lennon; immediate 
Chairman of the Society ; Trevor Davis, B.Sc., Vice-Chairman; Richard Vinson, B.A., Chair 


to draft new rules, moved their adoption. 
He said that it would indeed be sad if the 
District. Society ‘held on too long as a 
doting parent to its child’. The main 
purposes behind the new rules were: 


(1) To give more power to students 
representing individual firms who 
had their own committee — the 
firms’ representatives subcom- 
mittee. This committee would now 
have the power to submit policy 
proposals to general meetings and 
proposals on tactics to the executive 
committee and would encourage 
far greater participation by students 
in the Society. Paul Hendrick 
stated that firms’ representatives 
would be ‘the key to a cam- 
paigning Society’, and mentioned 
such subjects for their attention as 
salaries and educational facilities. 


(2) To give students the power in the 


of the Society; Paul Hendrick, Chairman of the Special Subcommittee; and $. S. Ha 


B.Com., Secretary of the Special Sudcommittee. 


4th, 1972 





Society, rather than the Institute, 
the District Society, and qualified 
members. In future, there would be 
two classes of member, ordinary 
(students, with minor exceptions) 
and associate. The executive com- 
mittee would consist entirely of 
ordinary members; the District 
Society would be entitled to two 
observers, but these would now 
have no vote. Only ordinary mem- 
bers would have a vote at any 
` meeting. Subscription rates would 
` be decided by the Society in 
7. general meeting. 
(3) To allow the rules to be changed 
` without the approval of the In- 
stitute Council, by a general meet- 
ing of the Society. 

Paul Hendrick declared that he did 
not consider that the Institute should 
have any say in the Society’s rules or 
activities, and described such amend- 
ments as the District Society had pro- 
vided as ‘wrecking clauses’. He summed 
up by saying that the new rules provided 
fer the Society to be ‘more independent, 
more democratic, and more partici- 
patory’. 


No consultation 

Debate being opened to the floor, 
several members expressed anger that 
fuller consultation with the District 
Society had not taken place. Others felt 
that the rules gave the students freedom 
to do as they wanted and, as one speaker 
put it, ‘we vote for a continuation of 
stagnation if we vote against the rules’. 
Some students were worried that the 
firms’ representatives ` subcommittee 
would be undemocratic ~ for both the 
largest and smallest firms would, it 
appeared, have only one representative 
student. 

Mr P. J. Hughes, F.c.a., representing 
the District Society, reassured the meet- 
ing that his Society wished not to dictate, 
‘but to guide and to help. He said that 
he knew that this guidance had been 
requested and welcomed by the student 
executive committee in the past. He 
congratulated the rules subcommittee 
for the amount of work they had com- 
pleted in a very short time, but considered 
that the new rules were inappropriate to 
that which was required. He pointed out 
that the student executive committee 
had. only met to consider the rules the 
previous evening and that his Society 
had had little chance to explain the 
changes it considered necessary. 


Principal's valid stake 

Itwas, said Mr Hughes, ‘the responsibility 
_ of the senior body to see that the Society 

was run as a junior professional body’ 


and that the images of the Institute and 
of the profession were at stake. Principals 
paid Society subscriptions, he said, and 
were entitled to some say in the Society’s 
affairs. 

He was worried that the firms’ repre- 
sentatives would be able to rule the 
executive committee. His opinion was 
that certain aspects of the rules were un- 
likely to get Council acceptance, and he 
urged the meeting to reject the rules, 
revise them to obtain District Society 
approval, and submit the revised rules to 
the annual general meeting in June. 

Winding up the debate, Paul Hendrick 
said that the Government paid student 


union subscriptions at universities but 


did not seek to control those unions. 
He thought that it was time that the 
Institute was brought up to date and 
adopted this approach. 

A vote was taken and the resolution to 
adopt the new rules was passed by 96 
votes to 27. There was then a dramatic 
attempt by some students to call a 
poll of all members but this failed 
because no executive committee member 
was authorized by the committee to 
demand such a poll. 

The new rules now have to be ap- 
proved by the Institute Council and the 
Charity Commissioners before becoming 
effective. 


ACASS BUSINESS GAME 
POSTPONED 


‘RounDABOUT’ has been asked to draw to 
the attention of all student societies that 
the ACASS National Business Game due 
to be held from January 4th to 6th, has 
been postponed. A new date will be 
announced as soon as possible. 


BRISTOL’S ANNUAL DINNER 


Members of the Bristol CASS thrive, it 
seems, on the informality of their annual 
dinners and this year’s event at the 
Grand Hotel on Wednesday of last week, 
followed the same ‘informal’ pattern of 
previous years. 

Mr Maurice B. Nichols, F.c.a., the 
Society’s President, proposed the toast of 
the guests and Mr Robert H. Harris, 
A.C.A., group financial director of Marshall 
Morgan & Scott, replied, recalling his 
days when he was articled in Bristol. He 
stressed that, while articles can be very 
dull, it was important to master the art of 
patience and attention to detail; since 
qualifying he had had to make use of them 
frequently. 

To conclude the evening’s toast list, 
David Randolph, the Society’s secretary 
in a short speech, emphasized the fact 
that there is no point in having a Society 
unless there is support from its members. 


‘Considerable anger was expressed by 
members that no prior notification had 
been. given of the names of thosé co: 
opted since the annual meeting in June 
The resolution to ratify those co-options. 
was defeated by 42 votes to 35, but whe 
Trevor Davis, B.sc., the Society’s Vice 
Chairman, stated that as one of those co 
opted he must now resign, the meeting 
on. a straw vote, expressed the wish that 
all co-opted members should continu 
their good work on the committee. ` 





ACASS delegates 


The proposer of this resolution, th 
delegates to ACASS meetings should b 
elected at the annual general meeting 
stated that not only had he not given 
permission for his name to be used a 
proposing the resolution, but he thought 
that delegates should be elected from the 
executive committee. The resolutio: 
therefore failed, no vote being taken. 


Subscription rates 


The meeting adopted the following De 
subscription rates: e 


Ordinary members in articles {5-00 p 

Ordinary members out of 
articles 

Associate members. . sf 


Lena 
Lrzop 


At present, he felt there was only point i 
having an annual dinner committee! ` 


SOUTH-WEST ESSEX GROUP 


ANOTHER successful meeting of the 
South-West Essex Chartered Accountant 
Students’ Group of the London CASS 
was held at the Angel Hotel, Ilford, on 
November 2gth, when 21 members we 
present to hear Mr Doug Sims, AT, 

of the London School of Accountan 
speak on ‘Income tax and surtax 
personal computations’. ; 

Mr Sims treated those present to a 
most excellent talk orientated to bo 
examinations and the practical, with more 
than a touch of humour. A comprehensive 
set of notes on the subject matter was 
given to those present. ; 


ULSTER STUDENT GROUP'S. 
ANNUAL DINNER 


Tue 34th annual dinner dance of t 
Ulster Society of Chartered Accountan 
Students’ Group takes place on Frida 
January 5th, at the Members Room: 
Balmoral, at 7.45 for 8.15 pm. 
Dancing will continue until 2 a.m., a 
bar facilities will be available up to mi 
night. For students still serving und 
articles, tickets are: double ticket, £350 
double after dinner ticket, {1-50.- 








































‘courses 


Amount of study leave 


HE Council’s statement of May 1972, ‘A Policy for Educa- 

tion and Training’, referred to a maximum of 26 weeks 
tudy leave for students. At its meeting on November 7th, 1972, 
the Council received a report from its Education and Training 
Committee to the effect that under present bye-laws and under 
8 convenant in articles, provision is made for maximum and 
“minimum periods of study leave for articled clerks and for those 
exempted from the Intermediate examination. The Council has 
decided that in the event of notification being received from the 
Privy Council of the alterations to the Royal Charter and bye- 
laws submitted for approval following the special meeting of 
members in September 1972: 


(a) the maximum period of study leave should be 26 weeks; 
(b) the minimum period of study leave should be 22 weeks; 

(c) principals to be free to decide the extent to which the 
balance of four weeks might be granted. 


«These provisions will operate with all students entering into a 
ining contract after July 31st, 1973. Graduates should pay 
ecial regard to paragraphs 4 to 12 below. 


Study for the foundation examination 


_ 2. As stated in the May 1972 statement, ‘A Policy for Educa- 
ion and Training’, non-graduates (with the minor exceptions of 
_those referred to in paragraph 60 of that statement) will, if 
they enter into service after July 31st, 1973, be required to 
attend a full-time foundation course of one academic year 
(the ‘nine-months’ course’). Among those not required to 
‘attend such a course are graduates of universities in the United 
Kingdom and the Republic of Ireland and of the Council for 
National Academic Awards. These graduates are, however, 
tequired to take the subjects in the Foundation examination 
‘from which they are not exempted by virtue of those read by 
them in their degree course, 

3. The difference between 22 and 26 weeks referred to above 
‘May appear to give the impression that graduate students who 
re required to take the Foundation examination will find the 
balance of four weeks sufficient for full-time study for that 
examination — or even that one week full-time study will suffice 
‘or each of the four subjects. This is not intended and even 
hough graduates may find correspondence tuition and private 
tudy a helpful contribution to their studies, it remains that 
nany will need more than 26 weeks’ study leave to complete 
hree examinations during the term of service. 

A Graduates who have not read one or more professionally 
elevant subjects during their degree course will not only take 
rofessional Examinations I and II but one or more papers in 
he Foundation examination. They will require to extend their 
‘training contract. beyond three years if they require more than 
26 weeks’ study leave. 


Entry into a training contract 


_ 5. Under the proposed rules of eligibility a graduate who 
enters into service for three years after coming down from the 
niversity in the preceding June or July should consider entering 








Education and Training 


-The Council of The Institute of Chartered Accountants in England and Wales has issued 
‘Education and Training Paper No. 1', reproduced below, dealing with study leave; 
_ eligibility for examinations; conversion courses for graduates, and nine months’ foundation é 


into a training contract not later than October 31st. He will, if 
he is successful in due time at earlier examinations, then be 
eligible to take Professional Examination II at the first possible 
date, i.e., in July prior to the termination of his three years of 
service (within the last four months of the training contract). 
If he delays his entry into a training contract until November he 
will not be able to take Professional Examination II until 
December following the expiration of the three years of the 
contract. 

6. Courses of study for the two parts of the Professional 


Examination are likely to last about 11 weeks each. These ` 
courses will increasingly be of a ‘linked private study’ arrange- 


ment ~ that is to say that they will not be solely of a pre-examina- 
tion character but will be designed to co-ordinate periods of 


correspondence tuition with full-time oral tuition over the whole ` 


period of study. 


7. Graduates required to take the Foundation examination in 
whole or in part should consider the advantage of entering a 


contract of service before October 31st in any year. The Council. 


statement of May 1972 states that ‘where for any reason 3 ` 
student does not complete the requisite period of practical ` 


experience within the original training contract he must do so 
under a training contract before admission to membership. 


Provided that the additional period is for no longer than six. 


months the student will be regarded as supernumerary to the 
principal’s quota.’ 


8. Some firms of chartered accountants have recruited gradu- , 
ates as early as mid-August to enable them to provide intro- ` 


ductory courses, This practice may be extended as a result of the 
rules of eligibility for the Professional I and II examinations and 
the need for some graduates to find adequate study time for one 
or more subjects at the Foundation examination. Members 
and graduates should consider this question of an early date for 
the commencement of service so that if the training contract has 


to be extended the earliest date of eligibility for the Professional . 


II examination is not affected. 

9. The Council recognizes the need to provide ‘conversion’ 
courses to assist graduates who are required to take one or more 
papers at the Foundation examination to follow appropriate 
courses of study. It therefore proposes: 


(a) to recognize a number of existing post-graduate courses 
at universities or polytechnics giving exemption wholly 
or in part; of 

(4) to encourage these institutions to establish courses securing 
such concessions; 

(£) to invite firms of chartered accountants so to extend their 
initial ‘in house’ training programmes for graduates in 


association with universities or polytechnics or private 


tutors to justify exemption from appropriate subject(s); ` 


(d) to persuade tutors in the private sector to provide similar — 


courses, both oral and by correspondence. 
10. To assist development along the above lines the Council 
has entered into discussions with tutors in the public and 
private sectors. In particular it is considering the arrangements 


referred to in (e) of paragraph o above and the problems for a 


graduate who, having read in his degree course a subject such 
























as history, philosophy, modern languages or science, is required 
to take all papers at the Foundation examination. One submis- 
sion under discussion contemplates a total of 15 weeks’ full-time 
‘conversion’ study for such a graduate: 


Weeks 
Mid-August to end September .. zi Si 8 
May/June following 7 
15 
The Council is, however, prepared. to regard up 
to four weeks of the 15 weeks as ‘in house train- 
ing’, conducted by the firm... ey ji , 
Only 11 weeks would then count against the per- II 
mitted maximum of 26 weeks allowed for study 
leave = ss ake = vi Se 26 
15 
“The graduate wishing to take 11 weeks courses of 
study for each of the two Professional Exami- 
nations needs and has to extend his training 
contract by 7 weeks .. e? D se 22 
i 


rr. Reference has been made in paragraph 7 above to the 
importance of the date October 31st in any year. A graduate 
can, in the circumstances set out in paragraph 10, enter into a 
training contract seven weeks before October 31st (i.e. on or 
before September 12th), with the result that even if he is 
required to extend that training contract by seven weeks in 
consequence of attending the 15 weeks’ course outlined in 
paragraph ro, his contract would be completed by October 31st 
so that he would still be eligible to take the first available 


12. The Council wishes it to be known that: 


(a) it intends to encourage graduates to follow conversion 
courses (see paragraph 10 above) leading to examination 
giving exemption from the Foundation examination where 
their first degree course does not give such exemption; _ 

(b) the bech standard of the two parts of the Professional 
exaniination demands substantial periods of full-tim 
study and that, as stated in its May 1972 stateme 
contemplates the need for 11 weeks’ full-time stud 
organized as part of directed private study extending over. 
a period of time and not limited to pre-examination study, 


The nine months’ foundation course 
for non-graduates 

13. With the minor exceptions referred to in paragra 

60 of the Council’s statement of May 1972, all non-graduates 
entering service after July 31st, 1973, are required to attend 
full-time nine months’ foundation course. Concern’ has bee 
expressed that students may complete this course successfull 
but will then be unable to make arrangements with a princip 
for entering into a training contract. The Council’s statement. 
referred to two ways of entry: 

(a) Enter a college, take the course and pass the examinati 
at the end before entering into a training contract. "The 
student may (or may not) have an agreement with 
member to enter a contract at the end of the course, I 
most cases both member and student would wish for this 
and it is known that colleges are in favour of some sort 
of agreement; or 

(b) Enter into a training contract before commencing th: 
course and either proceed on the course at once or spen 
between two and six months in the office of the memb 


Professional II examination. 
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PROFESSIONAL NOTICES 
EMMANUEL, Leen & Co, Chartered 
Accountants, of Oxford House, 9/15 
Oxford Street, London W1, announce 
that as from January 1st, 1973, Mr ALAN 
FRIGENBAUM, A.C.A, will become a 
partner of the firm. The name of the 
firm remains unchanged. 

James Fraser & Sons, Chartered 
Accountants, of 31 Copthall Avenue, 
London  EC2, announce the admission 
into the partnership of Mr Doveras F. 


before entering college. 


Brown, A.c.A., who has been with the 
firm for some years, and of Mr Joun 
HOLLAND, F.C.A., whose existing practice 
will be merged with James Fraser & Sons. 

THORNTON Baker & Co, Chartered 
Accountants, announce that Mr RICHARD 
BRANDT, M.A., F.C.A., joined the firm on 
December ist as a partner in the London 
office. He was formerly with ARTHUR 
ANDERSEN & Co. On the same date Mr 
KEITH WICKENDEN, F.c.A., left the partner- 
ship to take up the chairmanship of 
European Ferries Ltd. 


APPOINTMENTS 


Mr G. A. Carey-Smith, F.C.A., has 
been appointed a director of The Cape 


Asbestos Co. Mr Carey-Smith is a 


director of Charter Consolidated. 

Mr Martin Dale, F.c.a., currently 
financial director of Bristol-Myers Co, 
becomes financial director of the newly 
formed UK Region of Bristol-Myers 
International as from January Ist, 1973. 

Mr Geoffrey Jackson, A.c.c.a., has been 
appointed chief accountant of Finley 
Greene Development Corporation, of 
Miami, Florida, with effect from Decem- 
ber ist. i 













Mr David Kirkby, a.c.a., formerly 
deputy group management accountant of 
Beaverbrook Newspapers, has been aps: 
pointed assistant general manager of th 
Daily Express. 

Mr Paul S. Bateman, A.C.A., has b 
appointed group internal. auditor ` 
Richards & Wallington Industries. 








Mr P.S. Bateman Mr i O. Bundey 

Mr I. O. Bundey; a.c.c.a., AGI 
secretary of Capper-Neill Internationa 
has been made a director of the compan} 
Mr Bundey’s other appointment. 
assistant group secretary to the hold 
company, Capper-Neill Ltd, has been 
taken over by Mr P. Williams, ACCA: 
who joined the group recently. 











Mr Basil Mawdsley, F.c.a., financial 
controller of Tunnel Cement Co, has 
become a director of the company. 


Mr S. Trzebinski, B.COM., A.C.A., has 
been appointed a director of Kelvin 
Hughes, the marine division of Smiths 
ndustries. Mr Trzebinski joined the 
company in 1963 as assistant chief 
accountant and became chief accountant 
in 1967, which position he will retain. 

































































Mr S. Trzebinski Mr R. J. Wylie 
-Mr Ronald J. Wylie, CA. has been 
appointed joint assistant managing direc- 
‘tor of Tullis Russell & Co. 


DOUBLE TAXATION 
Sweden 


scussions have taken place in London 
bout the revision of the dividend article 
of the double taxation agreement between 
eden and the United Kingdom. Agree- 
ment was reached at official level and the 
text of a supplementary Protocol will be 
submitted to Governments for approval. 


SHEFFIELD CHARTERED 
ACCOUNTANTS’ COURSE 


A one-day course is to be held by the 
“Sheffield and District Society of Char- 
tered Accountants at the University of 
Sheffield on Thursday, January 4th. 
‘In the morning the subject will be 
‘Management by objectives’ and the 
peaker will be Mr Peter Gabe, LL.B., 
1.1.P.M., MLT:0., presently manpower 
xvices manager, Rocar Group, whose 
views should be of interest both to 
“accountants in industry and in practice. 
In the afternoon, Dr J. Batty, M.COM., 
(.M.A., M.B.1.M., who is visiting Profes- 
fin Financial Management at the 
University of Surrey and also a principal 
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manager with Cooper Brothers & Co Ltd, 
management consultants, will speak on 
‘Management accounting’ for smaller 
companies’, This subject again is one 
which should stimulate the interest of 
accountants in smaller companies and 
also practitioners. 

The charge for the course will be £5, 
inclusive of morning coffee, lunch and 
afternoon tea, and applications should be 
made as early as possible to Mr G. L 
Stuart-Harris, A.C.A., 22 Norfolk Row, 
Sheffield Gr 2PA. 


VACANCIES FOR ARTICLED 
CLERKS IN SHEFFIELD? 


Mr G. H. Kelk, A.C.A., Secretary of the 
Recruitment Committee of the Sheffield 
and District Society of Chartered Ac- 
countants, is very anxious to hear from 
practising firms in the Society’s area 
concerning vacancies which they may 
have available for articled clerks in 
1973-74. He would welcome information 
on (a) vacancies in the summer of 1973 
for graduates to take up articles im- 
mediately, and (4) vacancies for students 
with two ‘A’ levels to take up articles in 
1974 after attending the Polytechnic 
nine-month. course. 

The importance of as many vacancies 
as possible being notified is stressed, 
otherwise it is pointless for Mr Kelk to 
interview prospective articled clerks. 
Details should be addressed to him at 
Messrs Barber, Harrison & Platt, 2 Rut- 
land Park, Sheffield Sro 2PD. 


OPERATIONAL RESEARCH 


A one-week introductory course on 
‘Operational Research’ is being held by 
the University of Strathclyde (Opera- 
tional Research Department) in Glasgow 
from March roth to 23rd, 1973. It has 
been designed for personnel working in 
staff functions related to operational 
research, such as accountancy. 

The course will cover in some depth 
the practical application of the operational 
research approach to problem solving 
and the techniques of stock control, 
linear programming, simulation and net- 
work analysis. A brief survey of other 
operational research techniques will be 
given. There will be considerable practical 
work and the delegates will themselves 
solve problems with the aid of a computer. 


AN RRC HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 220,000 passes, it assures your success in. ail the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer ` 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


Free 106-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
01-947 2211 : 





Accredited by the Council for the Accreditation of Correspondence Colleges 






ICA TECHNICAL ADVISORY | 
COMMITTEE 


The 181st meeting of the Technical 
Advisory Committee of The Institute of 
Chartered Accountants in England and 
Wales was held on Wednesday, Novem- 
ber 29th, at Chartered Accountants’ Hall, 
London. Present were: 

Mr J. A. D Whinney (in the chair), Messrs 
G. F. Appleton, T. Bailey, G. Bar, K G. 
Bishop, D. St.J: Buller, L. H. Clark, CC 
Dobson, N. J. Edwards, N. Cassleton Elliott, 
R. Firth, C Fox, L. T. Gardner, CR P. 
Goodwin, J. H. Hewitt, E G. Hill, Halmer 
Hudson, A. P. Hughes, H. B. Huntington- 
Whiteley, D. J. Ironside, F. R. Loader, 
R. Lovely, W. W. W. Martin, K. Mashford, 
D. Napper, E. R. Nicholson, R. D. Pearce, 
G. B. Pidsley, B. G. Rose, DC Sergeant, 
M. Sheppard, F. A. Sherring, K. Pi Sherwood, 
D. H, Slade, C. E. Smith, F. W. R. Stocks, 
T. P Thomas, T. L F. Tod, Fe H. Vieler, 
R. F. Watkins and E Watts, ‘with Mr G. A. 
Slator (Secretary to the Committee), 


Membership 


The Chairman welcomed Mr L. Ty 
Gardner (co-opted) who was attending a 
meeting of the committee for the first 
time. g 


Matters considered 
Technical matters considered included: 


Discussion Paper — ‘Notes on Accounting 
for Corporation Tax under the Imputa- ` 
tion System’. 

Draft Proposed SSAP -~ ‘Source and 
Application of Funds Statements’. 


Future meetings 


It was noted that meetings of the com- 
mittee had been provisionally arranged 
for Wednesday, January 31st, and Thurs- 
days, March 2gth and May 31st, 1973. 


GEE & CO (PUBLISHERS) LIMITED, 
publishers of The Accountant, are pleased 
to announce that they have been appointed 
sole distribution agents for all publications 
of The Association of Certified Account- 
ants as from January 1st, 1973. These 
publications comprise the complete range 
of booklets produced by the Association, 
as well as questions and answers of past 
examinations. All inquiries, both private 
and trade, from the United Kingdom and-} 
overseas, should be addressed to The 
Manager, The City Library, Gee. & Co 
(Publishers) Limited,.151 Strand, London 
WC2R 1JJ. 
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sitting on top 
of the world 


One of the things you. won’t find in our 
Pensions Department is old fogeys. Joyce 
Dawson is a good example of the lively, 
interesting people you expect to meet at the 
Scottish Provident. She enjoys her varied 
work and is right on top of her job. Like 
our other girls she shows the skill, potential 
and sheer character that justifies our think- 
ing of her as a wise investment. Because of 
Joyce and girls like her who know insurance 
we are able to offer prompt and efficient 


support to brokers. When she’s not looking 
after us Joyce is busy looking after her 
home and her husband. What does he do? 
He’s an insurance broker, of co se! 
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6 St. Andrew Square, Edinburgh EH2 Sëch 
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Britain in Figures 


O reader of this journal who can. recall his pre-war 
surroundings will dissent from the view that times have 
changed. One can, no doubt, argue whether the quality of 
life has improved; certainly the way of life for the young 
has altered beyond recognition. The. pace of change in 
recent years has been less evident, largely because we have 
been part of it, yet it has not been inconsiderable. In the 
third successive issue of Social Trends (HMSO, £2-90), the 
social scene is reviewed in detailed and revealing figures. 
For the busy and hard-pressed practitioner, such matters 
may seem far removed from the more urgent matters of 
daily life - even though the economic and social framework 
of our society determines our living standards and, for the 
businessman, the opportunities for the future. How many 
of us are aware that, in the years 1961-71, average household 
incomes have risen by 94 per cent? True, prices have also 
risen, but by 54 per cent. And what has the great British 
public done with its greater spending power? We spend on 
motor-cars, on holidays, on alcohol, housing and recreation 
far more than ever before. From nearly 9} million private 
cars in Britain in 1961, the total had risen last year to 
Le million. 

Just over half a century ago, go per cent of the population 
lived in privately rented accommodation; today, more than 
half of the householders in Britain own their homes and 
nearly another third are the tenants of local authorities. 
The private landlord is surely on the way out. And how 
many husbands today would follow their parents’ example 
and bequeath to their widows rented houses, on the grounds 
that there is nothing better than an income secured on 
bricks and mortar? 

For all our new-found prosperity and higher consump- 
tion, there remain vestiges of Disraeli’s two nations. Last 

` year, over ro million people in Britain received ac form 
of national insurance benefit, compared with 73 million 
“ten years ago. The increase is due mainly to the larger 
“retired population; 16 per cent of our people are over 


retirement age, among whom women outnumber men by 































two to one. Over two million national insurance benefi- 
ciaries were supplemented by supplementary benefits 
as were 28 per cent of.retirement pensioners and 23. per 
cent of those receiving unemployment benefit. 

Ten years ago the costs of education were just over 
£1,000 million; last year they were three times that figure 
The costs of health and personal social services in ro 
were £2,754 million, compared with £1,088 million 
1961. Social security, of which pensions are a large part, 
rose from £1,628 million to £4,307 million. 

In the light of such governmental outlays, it is hardly 
surprising to learn from the current issue of Economic 
Trends (HMSO, 63p) the extent to which our fiscal and 
social security systems redistribute the national income. 
Last year a family of two adults and two children receiving 
a total annual income of £1,900 would have paid {280 
in income tax and national insurance, plus a further £360 
in local rates, drink and tobacco duty and motor duties. 
And from the State, in benefits in cash and in kind, including, 
the education of the children, that family would get in. all 
£350. o 
For the household without children, tax payments on 
the above income would total £750; ie., 40 per cent of th 
gross income, and in return they would receive benefits. 
valued at £180. The {£5,000-a-year family man with two 
children would have contributed around £1,600 to the 
Exchequer and have received in return about £330 of 
benefits. Eé 

A significant factor in household incomes is the wife’ 
contribution. Over the past decade the average number of 
workers per household has scarcely changed at 1-34. Last 
year 33 per cent of households contained two earners and a 
further 11 per cent had three or more earners. In these 
multi-income households the husband contributed 
per cent of total income and his wife 12 per cent, but th 
are aggregate figures. Over the decade, while: avers 
weekly earnings for adult males have risen from (£15 = 
nearly f31, the corresponding figure for women ba 








increased from under £8 to nearly £16. Despite (or because 
of?) the lower pay, over 60 per cent of the female working 
_ population is married. 
> And, with all the talk of inheritance and wealth taxes, it 
“seems appropriate to end by noting that total net wealth 
of persons rose in the decade from almost £55,000 million 
to £97,000 million. Of this sum, the wealthiest 5 per cent 
of the adult population owned 41 per cent in 1970, com- 
pared with 51 per cent in 1961. While inflation has played 































ROFESSIONAL reputations are in some respects an 
cF ephemeral thing, and no doubt many members of the 
profession today could be excused for asking the question, 
‘Who was Sir Gilbert Garnsey?’ He was, in fact, one of the 
most perceptive and able accountants of the 1g20s, who 
died at a tragically early age and who, 50 years ago, pub- 
lished the first definitive paper on the case for consolidated 
accounts. This little-known professional anniversary is 
ommemorated on other pages by a contributed article 
rom the pen of Sir Thomas Robson, himself a Past- 
‘resident of The Institute of Chartered Accountants in 
ingland and Wales, and Garnsey’s former colleague and 
collaborator. 

Publication of consolidated accounts by holding com- 
„panies is now so much a fact of life in the United Kingdom 
that it is hard to imagine Garnsey’s thesis being seriously 
“contested; as Sir Thomas reminds us, such accounts 
have been obligatory since 1948, and were an accepted 
element of good practice for some years previously. In 
1922, however, Garnsey was ahead of his time; public 
‘interest in the stock-market was barely a fraction of what it 
has since become, the emergence of the holding company 
as a significant commercial factor was in its infancy, and 
boardroom attitudes to disclosure beyond the then ex- 
tremely limited statutory minimum could fairly be de- 
“scribed as ‘conservative’. Against this background, the 
Greene Committee on Company Law Amendment proved 
less perceptive than Garnsey himself, and the opportunity 
of including consolidated accounts amongst the reforms 
introduced by the Companies Act 1929 was lost. 

The cases of Pergamon Press and the GEC-AEI take- 
over have been freely represented as the stimulus which 
led to the establishment of the Accounting Standard 
steering Committee and the subsequent programme of 
xposure drafts and mandatory accounting standards; 
some critics, indeed, were unkind enough to suggest that 
débacles on such a scale presented a conclusive case for 
statutory control of a Profession which, encased in a snug 
- eocoon ‘of self-imposed ‘accounting principles’, had ne- 
` glected its duty to the investing public. Garnsey, however, 

_ though he died without seeing his 1922 vision pass into 





A Continuing Process 


its part, it is noteworthy that between those years the ` 
proportion of estates in the £3,000 to £10,000 slice has 
increased from 13-5 to 35 per cent. Supporters of the 
Women’s Liberation movement may care to note that men 
owned almost {£60,000 million in 1970, compared with 
£37,000 million owned by women. 

By how much more will the social scene have changed 
by 1981? Is it just nostalgia that makes one regret the 
passage of time? 


law, lived through three upheavals which fairly rocked the 
City to its frock-coated foundations and which, were they 
to be re-created at the present day, would cause the events 
of 1969 to pale into relative insignificance. 

These incidents were the City Equitable Fire seg 
collapse of 1924 — stated at the time to involve a sum of 
approximately £2 million (a comparable sum today might 
be in the range of £10 to £15 million) and whose con- 
sequences are discernible in section 205 of the Companies 
Act 1948; the Hatry frauds (it was to Garnsey himself, in- 
cidentally, that Hatry and his associates made a voluntary | 
disclosure); and the shattering impact of the Royal Mail 
case in 1931. The late F. R. M. de Paula, whose tenure of 
office at the Dunlop Rubber Co is itself reckoned asa 
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December 21st, 1972 


landmark in the history of improved financial reporting, 
later described this case as ‘an atomic bomb’ dropped into 
the middle of the accountancy profession. 

The Royal Mail case and its aftermath undoubtedly 
played a part in turning the climate of opinion towards 
improved standards of disclosure, and to this extent led to 
the progressive developments which culminated in the 
accounting requirements of the Companies Act 1948. Yet, 
had there been no Royal Mail case, no Garnsey and no 
de Paula, it would be a bold assumption that secret reserves 
would still be accepted as a justifiable practice and con- 
solidated accounts as an optional luxury. Nor would we 
accept that the profession could have been convinced only 
by the 1969 cases to which we have already referred of the 
need to narrow areas of difference in financial reporting; 
this, we have little doubt, would at some stage have been 
accepted as a logical and necessary development, inde- 
pendently of external stimuli. 

Establishment of the Accounting Standards Steering 
Committee was undoubtedly one of the most significant 
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developments in the history of the English Institute and 
of the whole accountancy profession, and one whose full 
influence has yet to be measured; yet we do not think ita 
disservice to the profession, or any disrespect to the 
ASSC, to remind readers at this time that concern for 
improved standards of financial reporting is no new thing. 
It did not first manifest itself with the ASSC in 1969; nor 
(if we may in modesty mention the fact) with the inception 
of The Accountant Annual Awards in 1953; nor with the 
famous series of ‘Recommendations on Accounting Prin- 
ciples’ in the 1940s; nor with the Dunlop Rubber Co 
Royal Mail or (as he would surely have been the first to 
admit) with Sir Gilbert Garnsey himself, 

The development of the accounting profession reflects 
the development of trade and industry, and in many 
respects of a national conscience. If, along the pathway of. 
continuous improvement, some landmarks appear more 
conspicuous than others, let us not forget the many who, 
in their time, added their stone to each wayside cairn, tha 
others might follow with greater confidence, 





Accounting in 


N anticipation of British accession to 

the European Economic Community 
within the next few shopping days, a 
valuable distillation of professional 
experience has just been published by 
the General Education Trust of The 
Institute of Chartered Accountants in 
England and Wales. Entitled Account- 
ing Principles and Practices in European 
Countries, the original text was pre- 
pared for private circulation by Price 
Waterhouse & Co, and has now been 
deservedly recognized as of potential 
interest to a wider readership. 

As the title implies, the coverage is 
wider than the prospective and present 
EEC membership; it in fact includes 
Austria, Finland, Norway, Portugal, 
Spain, Sweden and Switzerland as 
well. A chapter for each country is 
divided into four sections dealing 
respectively with types of business 
enterprise, legislative and other finan- 
cial reporting requirements, account- 
ing and reporting procedures, and 
audit requirements. 

Readers of ‘A Place in the Sun’ 
(The Accountant, August 24th) and the 
ensuing correspondence will note with 
particular interest that ‘The deter- 
mination of taxable income in Spain 


Europe 


is frequently a matter of bargaining 
between the taxpayer company and 
the tax authorities. As a result, the 
financial position of a company and 
the results of its operations disclosed 
in its books of account and financial 
statements are often conservatively 
stated to an extreme, and assets may 
be omitted altogether.’ 

A similar position obtains in Italy, 
where ‘Italian companies are therefore 
reluctant to disclose in their financial 
statements a provision for income tax 
based on the current profits, as this 
would prejudice negotiations with the 
tax authorities’. 

Accounting Principles and Practices 
in European Countries is available from 
the Publications Department of the 
English Institute, Chartered Account- 
ants’ Hall, London EC, price £1-25. 


Measuring Output 


HREE discussion papers on output 

measurement in the public sector — 
housing, personal social services, and 
public protection — have been pub- 
lished by The Institute of Municipal 
Treasurers and Accountants. These 
are the first of a series of eight papers 





















relating to programme areas that. wil 
examine the whole spectrum of loca 
authority activities. 

The papers have been written b 
the Institute’s output measurement 
research working party, whose mem 
bers are drawn from local authorities 
central government, and universities 
for a wide audience of officers, mem- 
bers and others interested in logal 
government. 

The programme area sections have 
been produced on a common theme 
and each covers one or a relate 
number of local authority activities 
The definition and problems of bot 
final and intermediate output measure: 
are discussed in terms of the objective 
and organization of the various activi 
ties. It is hoped that the papers wil 
serve as focus for discussion amon; 
interested parties and professions i 
local government. 


Taxation on Compulsor 


Acquisition 


Bee Y for tax on compensation 
for compulsory acquisition pro 
voked several letters which wer 
published in our columns betwee 
June rsth and July 6th -on whic 
occasion the views, and the experi 
ences, of our correspondents appeares 
to differ. 

The position has now been to som: 





E l extent clarified by a statement made 
recently before the Lands Tribunal 
by the District Valuer, on behalf of 


-the Board of Inland Revenue. The full 





— rest of this statement is as follows: 


‘The Board of Inland Revenue are 
advised that any element of compen- 
sation for temporary loss of profits, 
which is present in the compensation 
or price payable by an authority 
possessing compulsory powers for the 
acquisition of property used for the 
purposes of a trade or profession, 
should be included as part of the con- 
sideration for the resulting disposal 
for the purposes of capital gains tax 

` (or of corporation tax on chargeable 
gains) and that this liability to tax 
makes inappropriate any reduction of 
the compensation to take account of 
the tax which might have been charge- 
able on the lost profits had the pro- 

` —perty not been acquired. 

~~ “The Board wish also to make it 
clear that it is not their practice to allow 
a deduction in computing profits for 
income or corporation tax purposes for 

`. removal expenses, etc., to the extent 
that they are reimbursed as part of the 
disturbance element in compensation 
for such acquisitions.’ 


< This statement, while no doubt of 
ssistance in the general majority of 
cases, does not, of course, override 
the principle that it is for the Courts to 
interpret the provisions of Acts of 


Parliament. Though the Revenue 
would doubtless contend strongly for 
their interpretation as set out above, 
any taxpayer who so desires remains 
free to contest it in Court. 


Scottish Institute’s 
Special Meeting 


NG usual special general meeting 
at this time of year of members of 
The Institute of Chartered Account- 
ants of Scotland was held at Chartered 
Accountants’ Hall, Glasgow, on De- 
cember 15th, with Mr A. I. Mackenzie, 
B.A., C.A., President of the Institute, 
in the chair. 

Two hundred and twenty-three 
applicants were admitted to member- 
ship of the Institute and examination 
awards and prizes were presented. 

In the course of his address to 
members, the President said that much 
time and attention had been con- 
centrated on the development of the 
new educational programme, which 
was embodied in the Declaration of 
Intent published in March (The 
Accountant, March 16th). But for 
various reasons, partly educational and 
partly connected with possible de- 
velopment of the Institute’s properties 
in Glasgow and Edinburgh, it had not 
yet been possible to finalize plans. 
Nevertheless, he hoped that it. would 
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soon be possible for the Couneil to 
reach a decision on these problems 
so that the 1973-74 programmes for 
education could be announced. 

Turning to the problems of the 
accountancy profession in joining the 
EEC, Mr Mackenzie said that in 
dealing with these it was essential that 
the profession in the UK should speak 
with one voice, and ensure that its 
views on accounting and auditing 
standards, disclosure in accounts, prac- 
tice rights, etc., received proper con- 
sideration before draft directives were 
finalized. ‘At the same time, we must 
not give the impression to our Euro- 
pean friends that we are inflexible on 
these matters and that our methods, 
like the laws of the Medes and 
Persians, cannot be changed.’ He 
added, however, that the ‘one vital 
thing on which we must be firm is 
the avoidance of any reduction in the 
standards which the profession has 
succeeded in establishing in this 
country. This would be quite un- 
acceptable’. 


Effective Voice in 
Europe 


peaking at last week’s annual 
dinner of the Institute of Chartered 
Secretaries and Administrators, the 
President, Mr Alfred Purse, LL.B., 


A Time of Giving 


by a member of the Accountants’ Christian Fellowship 


HRISTMAS — a time of gift-giving. It is a connection of thought we hardly need to have made 
explicit. Yet there is a less considered aspect of this most obvious of the practices of the season, of 





which we accountants are likely to have a special understanding. 

A gift, for all that it may be unsolicited and without consideration, does not reflect merely a unilateral 
relationship. By its very nature, it implies the consciousness of some form of reciprocal relationship: 
somewhere behind the act of giving there is an acknowledgement by the giver of a responsibility, a sort of 
trusteeship for another which in measure is fulfilled by the gift. It is a concept which leads directly into 
the heart of the Christian understanding of life. 

That which the churchman calls stewardship, the lawyer and the accountant will more probably call 
trusteeship. In the element of trusteeship which the gifts he makes at Christmas time reflect, the Christian 
finds a reminder that the whole of his life and what it has brought to him is, in essence, his as a trust. A 
harried accountant, at the beck and call of a demanding client or of a department that is too often in 
crisis, may smile ruefully at the thought: but the most harassed can find that in this perspective of 
trusteeship, his extorted self-giving for others is raised to a dignity and responsibility that is altogether 
new. Perhaps that understanding might be the most important gift that this musing on the meaning of 
Christmas can bring to us in our busy-ness? F. R. C. 
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F.C.13., said: ‘No more than 20 days 
from today Denmark, Ireland and the 
United Kingdom will become mem- 
bers of the European Economic Com- 
munity. This is an event of tremendous 


which our views have been sought.’ 

‘Unlike the CBI, unlike the 
lawyers and the accountants, we have 
no counterpart on the mainland of 
Europe — indeed the company secre- 


tary in our sense of the word does not 
exist there and there is no representa- 
tive body of administrators. So we are 
considering how we can utilize the 
resources of our members with Euro 


importance for Europe, and when we 


pean connections to ensure that what. 





remember that the Community is 
mainly concerned with the economic 
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we can contribute to the new Europe. 


by Smethurst | ill ‘be effective. It is an exciting 





operations of institutions — companies, 
nationalized industries, trade and pro- 
fessional associations, and organs of 
the State~all bodies in which the 
Institute is represented -it is not 
surprising that we have been very 
busy in 1972 in preparing for our 
entry and for the changes which this 
will involve. 

‘Company law reform is a subject 
which we regard as particularly within 
the province of the Institute, and on 









prospect.’ 
ones: | Income Tax Society 
f Rejects Inheritance Tax 


ETENTION of the present 

system of estate duty is preferable 

to the introduction of an inheritance 
tax, is the view of the Income Tax 
Payers’ Society. ous 
In the course of a recent memer- 
andum to the Chancellor of th 











THIS 1S MY LIFE 


Yuletide Gift 


by An Industrious Accountant 


GOT an unexpected Christmas bonus, Our new chair- 

man was Santa; he produced it out of the blue. 

He’s a remarkable little man. His inquiring mind (plus, 
of course, his big-chief status) electrifies any group he 
enters from complacency into confusion. He accepts 
nothing, he’s a radical innovator; he questions all our past 
assumptions. 

He asked me what the economics would be of contracting 
out our routine typing, bearing in mind the advantages 
of letting the contractor carry the problem of providing 
reliefs for holidays, illness and absenteeism. He probed 
the transport manager for his views on establishing an 
extended delivery-van service in conjunction with neigh- 
bouring firms, thus recovering part of our fixed overheads 
on suburban runs and gaining a tax benefit to boot (‘see 
the secretary for details!’). 

Meantime he dissected the accounts. What was the yield 
per 100 square feet? What was ton-miles costing for 
transport? How would a rights issue affect the cash flow? 
Had we reserves to support property purchases by new 
share issues? What would we save by liquidating the 
shirt factory and buying direct? We worked long and late; 
he accepted our reports without comment. 

‘Then he became interested in Exwve Ltd, a small hosiery 
factory in the suburbs. That meant that I analysed their 
accounts, the deputy-c did some undercover checking of 
their premises valuation, and Scotty chatted up assorted 
salesmen about their products. Their boss was an old 


school friend, smiled our chief; we had a lot in common 

At the next stage everything went hush-hush. Th 
chairman visited our bank manager privately with cas 
flow forecasts (much to my annoyance, as I don’t like wel 
meaning amateurs interfering in my responsibilities) a 
Exwye’s boss lunched with us and looked over the st 
discreetly. He told some hilarious new stories over 
steak and french fried, and later dropped in to my offi 
to talk about net assets and movements of reserves. Hi 
contribution to the chat comprised frequent questions an 
infrequent grunts, but he didn’t show his hand. 

I didn’t particularly like Exwye’s set-up. Before the war 
I was on the audit of just such a company in Yorkshire, 
and its factory was out of the darker Victorian depths. It 
was a converted castle, five storeys high, long and narrow, 
with steep spiral staircases at either end. The steel ceiling 
at each level were some ten feet above the steel floors, an 
in between the looms buzzed and rattled unceasingly. 

The atmosphere was swelteringly hot. Girls and over. 
lookers, pale-faced, dank-haired and jaded, streamed wit 
sweat; the skeps of bobbins and spools obstructed the 
narrow centre aisles; it was like a slave-ship, and a built-in. 
death-trap in case of fire. I told the chairman about it 
adding a vague memory of wages below the subsistence 
level. / 

He grinned like a Cheshire cat. Times had changed, he 
said; chaps in the gentlemanly distributive trade with 
percentage commissions payable for departmental sales, 
didn’t realize what a modern shop steward was like: 
cross between a berserk Viking, Dick Turpin, and Dracu 
after a week’s fast! He shuddered as at some ill-omen 
memory. Anyhow, he said, recovering his cheerfulness 
that was old hat. The point was that he’d arranged to hay 
me appointed a director when the take-over went through 
just to watch the numbers. There'd be fees, naturally, an 
not too much work (what a hope!); all to be strictly con 
fidential for the moment. 

So I wasn’t invited to be a director; I was told. 













Mr W. G. Clark, EFCCA, MP. 
- declares: ‘A matter of great importance 
_. is the machinery needed for working 
an inheritance tax. It is quite clear that 
it would give rise to an appreciable 
increase in the duties of executors, 
administrators and trustees, and in 
many cases lengthen their period of 
‘responsibility. 

` Mr Clark concedes the general point 
that estate duty is open to avoidance, 





‘Exchequer, the chairman of ITPS, 


On the other hand, with the maximum 
rates now at a penal level. of 75 per 


cent, the duty would become ‘in- 


tolerable’ in the absence of loopholes 
for avoidance, and would result inevit- 
ably in the withdrawal of wealth from 
the United Kingdom. Though in- 
heritance taxes are in force in the 
present EEC member-States, there is 
at present no requirement for the UK 
to harmonize its system of death duty. 

The ITPS has also reminded the 
Chancellor of the estate duty conces- 





sions recommended by the Bolton ` 


Committee on Smaller Firms, which’ 
reported last year (The Accountant, 
November 11th, 1971): extension of 
the 45 per cent ‘agricultural property’ 
relief to net trading assets, including 
goodwill; relief for ownership of 
agricultural land to be extended to 
ownership of industrial land and 
buildings; and allowance, as a deduc- 
tion from the estate, of at least a part 
of valuation costs in respect of assets 
other than quoted securities. 


and is to that extent a voluntary tax. 




















Accounts 


A Retrospect 


y SIR THOMAS ROBSON, M.B.E., F.C.A. 
Past President of 


ORPORATE investment in other member countries 
of the EEC may be expected to follow the United 
‘Kingdom’s entry into membership. These other countries 
have greatly divergent accounting practices, not least in 
relation to those of holding company groups. The present 
is opportune, therefore, for a review of the development 
of these practices in this country. 

` It is opportune also because anniversaries are in the air: 
HM the Queen and HRH Prince Philip have just cele- 
brated their silver wedding, and the BBC the golden jubilee 
of its foundation. Now is the turn of accountancy, for 
zo years have just passed since Sir Gilbert Garnsey, 
K.B.E., F.C.A., gave his celebrated lecture to fellow chartered 
accountants on ‘Holding Companies and their Published 
Accounts’ (later published in The Accountant for January 
6th and 13th, 1923, and in book form). 

This lecture enunciated publicly for the first time in 
Great Britain the need for consolidated accounts in order 
‘to inform investors in holding companies about the interests 
underlying their shareholdings, and expounded the prin- 
ciples applicable to such accounts. Sir Gilbert did not 
live to see the results of his initiative, but the methods 
advocated in his lecture eventually won recognition as the 
best practice, and now have statutory sanction in the 
_ Companies Act 1948. 








` A brilliant career 

` Garnsey was an accountant of exceptional brilliance. He 

: Joined the staff of Price Waterhouse & Co in 1905 after 
winning first place in both his professional examinations, 


Holding Company 


he Institute of Chartered Accountants in England and Wales 





and was admitted to partnership eight years later at the 
age of 30. A year afterwards came the First World War. 
Garnsey was rejected for military service on several 
occasions because of his health, and turned instead to 
service in government departments. There he did such 
outstanding work in various spheres that he received the 
honour of a K.B.E. at the age of only 35. 

After the War his record of public and professional 
appointments was phenomenal. He won an outstanding 
reputation as a leader both in the accountancy profession 
and in the governmental and financial circles of the day. 
He died suddenly in 1932 at the early age of 49, less than 
a decade after delivery of his lecture. 

A year before his death it was my privilege to assist him 
with the second edition of his book and I was also to be 
responsible for the third edition, as well as to lecture and 
write on the same subject. I am grateful to Mr John 
Kitchen, F.c.a., for his recent excellent paper in Accounting 
and Business Research! which traces the early development 
of group accounts and has revived my memories of the 
years preceding Garnsey’s death and of the attitudes of 
others to the subject in that period. 

The main point made by Garnsey and those who came 
to think as he did was that the First World War and its 
aftermath had Jed in the United Kingdom to a relatively 
new development — namely an increasing number of 
amalgamations effected by the purchase by one company of 





1 “The accounts of British holding company groups: development and 
attitudes to disclosure in the early years.’ Accounting and Business 
Research, Spring 1972. 
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the share capital of another. For practical purposes, the 
result was a business operated under one control though 
working in branches, divisions or departments, each of 
which was itself a legal entity. These units were all in the 
equitable ownership of the shareholders in the holding 
company, who needed to be given a view of them and 
their earnings as a whole. 

Merely to publish the balance sheet of the holding 
company as required by the law in force in 1922 — that is 
without information about the assets and earnings of the 
subsidiaries — was, therefore, an inadequate reflection of 
the holding company’s affairs from its shareholders’ 
standpoint. Consolidated accounts and similar statements in 
conjunction with the holding company’s own balance sheet 
could, however, give a true and fair view of the affairs of 
the group as a whole from that standpoint. This was 
Garnsey’s theme in 1922. 

The need for consolidated statements had been recog- 
nized much earlier in the USA, where the use of the 
holding company method of effecting major amalgamations 
had become important in the early years of the century. 
The US Steel Corporation had set a precedent by pub- 
lishing consolidated accounts from 1901 onwards under 
the advice and initiative of Arthur (later Sir Arthur) 
Lowes Dickinson, M.A., F.C.A., the distinguished English 
chartered accountant who at that time was senior partner 
of Price Waterhouse & Co in the USA. This precedent 
had become in the ensuing years a well-established practice 
of public holding companies in that country. 

In 1922, however, the concept was novel to businessmen 
and accountants in Britain, and Garnsey’s ideas met at 
first a considerable measure of indifference or opposition. 
Four years after his lecture, the Company Law Amend- 
ment Committee (the Greene Committee) reported that, 
whilst complaints had been heard from shareholders in 
holding companies that the information given to them in 
their accounts was unintelligible without further details, 
the evidence received by the committee disclosed con- 
siderable divergence of view as to what should be required. 

The committee did not agree that the presentation of 
consolidated accounts should be made compulsory. They 
did, however, consider that the information given to share- 
holders should disclose whether proposed dividends were 
justified by the results of the group as a whole. This shows 
that some change of attitudes had occurred, but as the 
legislation to give effect to it (the Companies Act 1929) 
specifically relieved directors of any obligation to state 
the actual amounts of the profits and losses of subsidiaries 
involved — a relief of which many companies took ad- 
vantage — the change did not take British accounts very 
far along the road which Garnsey had recommended. 


Mixed motives 

The reluctance of businessmen to take the further steps 
may have been due to sensitivity developed in wartime to 
allegations of profiteering, to unjustified public suspicion 
of the motives for amalgamations which were often a mere 
consequence of economic conditions, to the short-lived 
boom which followed the war and the ensuing depression 
with its massive unemployment and financial troubles, and 
ilso to the fear of disclosing information to competitors. 
These and other factors were hardly conducive to voluntary 
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candour in accounts and encouraged directors to restrict 
disclosure to the scanty amount then required by law. 
Prior to the 1929 Act this took no account of the specia 
position of holding companies, and after that Act was very 
limited in this respect. Although the Act extended dis- 
closure requirements to include a profit and loss account, 
it remained silent as to the form and content thereof, and 
thus did little to change the prevailing practice — which 
permitted the prudence concept to be carried to extremes | 
in the creation and use of secret reserves. S 

The Royal Mail case in 1931, which turned largely on 
the propriety of including adjustments of tax provisions 
as profits without disclosure of the amounts, changed this 
attitude profoundly and prepared the way for the com- 
pulsory requirements of the Companies Act 1948 for 
disclosure of movements in reserves and provisions. There — 
can be little doubt that the remarks of the judge in that- 
case, as to the duty of directors adequately to inform. 
shareholders, inspired a number of holding companies 
to commence the publication of consolidated accounts in 
the 1930s. i 

In February 1939 the Stock Exchange, London, gave ` 
this movement further stimulus in an announcement that 
future applicants for permission to deal in the shares of 
a holding company would normally be required to give 
an undertaking to circulate a consolidated balance sheet 
and profit and loss account to shareholders. The cessatio 
of new issues during the Second World War prevented th 
announcement from becoming of great practical import 
ance until its reiteration after the close of hostilities, but 
the fact of its issue shows how responsible opinion was 
crystallizing in favour of the use of consolidated accounts. 


Institute recommendation 


Meanwhile, The Institute of Chartered Accountants in 
England and Wales had issued in 1944 a formal recom- 
mendation [The Accountant, February 12th, 1944] that ` 
the presentation of consolidated accounts to supplement ` 
the statutory accounts of holding companies should be ` 
regarded as essential from the standpoint of the best ` 
accounting practice. These developments combined to 
set the stage for the evidence given to and the report made | 
by Mr Justice Cohen’s Committee on Company Law 
Amendment and the subsequent legislation in the Com- — 
panies Act 1948 which makes the practice binding on all ` 
holding companies. 
The 1967 Companies Act added little to the disclosure 
requirements in this respect, but accounting standards have 
continued to evolve. A recent noteworthy feature is the 
now mandatory standard practice of bringing into group 
accounts the profits of associated companies on a Dro: 
portional basis — a change which Garnsey could hardly ` 
have envisaged as even a possibility when he was preparing ` 
his lecture in 1922. 
This degree of maturity has taken a long time for its 
attainment. As we enter the Common Market, let us hope 
that our experience may be of value in Europe, where the ` 
obligation to present consolidated accounts has been ` 
imposed only recently on French quoted companies, _ 
imposed in Germany only as regards domestic subsidiaries 
of German corporations, and has not yet been introduced 
in Italy and certain other EEC member States. Le 

























in the EEC 
A The Netherlands 


by TERENCE WEBB, with Arthur Andersen & Co 


“HE Netherlands tax year is coincident with the calendar 
year, and the basis of assessment for companies is the 
profits of their accounting periods. Resident companies 
are those incorporated or with their central management 
in the Netherlands. 

Liability for tax is on income from all sources other than 
` dividends paid by companies in which the recipient has a 
ubstantial shareholding; ‘substantial’ shareholdings are 
hose of 5 per cent or more of resident companies. Similar 
holdings in foreign companies qualify for exclusion of 
their dividends if the paying companies are liable to tax 
on their income in the foreign country. 

Income from foreign permanent establishments is 
exempt, if such income is taxed in the originating country, 
under the unilateral provisions of double taxation. Non- 
resident companies are liable to tax on income derived 
«from Dutch branches or permanent establishments. 


-Rates of tax 

— The same rates of corporate tax are levied on residents and 
` non-residents, and on distributed and undistributed profits. 
Forty-three per cent on the first fl.40,000; 58 per cent on 
the next fl.10,000; and 46 per cent on any excess. Sur- 
charges on total tax payable are 3 per cent in 1971 and 
§ per cent in 1972. 


< Taxable income 

In the determination of taxable income, stocks are valued 
at the lower of cost and net realizable value; FIFO, LIFO, 
average, actual and base stock methods are permitted for 
valuation purposes. Payroll costs are deductible, as is 
-interest at reasonable rates. 

_. Management charges by foreign parents on Dutch 
branches are allowed if they represent fair value for 
services provided, but interest payments are disallowed. 
Capital gains on the disposal of business assets are taxed 
as income. However, when an asset is replaced, the gain 
¿on disposal is set against the cost of the new business asset. 
Capital gains also arise when assets are revalued but the 
surplus is not realized. 





Previous articles in this series appeared in The Accountant for 
: coe 23rd (Belgium); December 7th (France) and December 14th 
Italy). 
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Corporate Tax Systems 


Depreciation 


Depreciation for tax purposes can be calculated. inde- 
pendently of the provision in the financial accounts, and 
any method of calculation which accords with good com- 
mercial practice may be used. Intangible assets with limited 
lives may also be depreciated. 

Buildings i in development areas qualify for accelerated 
allowances in the form of an initial allowance at 16-66 per 
cent of cost in each of the first two years. Investment. 
allowances are available on commercial aircraft and ships 
at 8 per cent and 5 per cent respectively over two years. 
These allowances do not reduce the cost of the asset for 
tax purposes. 


Loss relief 


Any tax losses arising from trading in the first six years of 
business can be carried forward indefinitely and set off 
against future trading profits. Any later losses can be carried 
back for one year, and the balance carried forward for 
six years. The earliest losses must be utilized first. 


Withholding taxes 


Tax of 25 per cent is withheld on the payment of dividends, 
other than from a substantial shareholding, to a resident 
company. Only 5 per cent tax is withheld from the pay- 
ment of dividends by a company in which a United 
Kingdom company has an interest of at least 25 per cent 
in the voting capital. Withholding on payment. to other 
UK residents is at a rate of 15 per cent. 

There is no tax withheld on the payment of interest, 
whether to residents or non-residents. No withholding 
is made from royalties, but when these are paid to non- 
residents (including UK residents) a 14 per cent tax is 
charged on value added. 


Other taxes and social security 


Transfers of real property are dutiable at 5 per cent if no 
tax is levied on valued added, but there are no significant 
local taxes. Social’ security contributions may total one- 
third of payroll costs: the employer pays slightly more 
than the employee. 
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Value added tax 


Value added tax is levied at a standard rate of 14 per cent 
on ail goods and services, including imports. A reduced 
rate of 4 per cent operates for basic items, and exports are 
zero-rated. 


Incentives 


The Netherlands is not an obvious tax haven, but it accords 
very favourable treatment to holding companies (other 
than portfolio holding companies) with substantial share- 


UK Trade Investments in Canada 


N this paper, I would like to re-examine several standard 

tax. problems confronting British companies having trade 
investments in Canada in the light of recent developments 
in Canada, and possible changes in the Canada-UK Tax 
Treaty. 

Since the inception of Canada’s new tax system at the 
beginning of 1971, officials of the Department of National 
Revenue have adopted and made known to the public their 
administrative and interpretative policies in a number of 
areas. In addition, teams of treaty renegotiators have gone out 
to meet their counterparts in various other countries of the 
world in order to bring our treaties up to date. This is an 
important business, particularly when you consider that although 
Canada now taxes capital gains, only five of our 16 treaties — 
those with the UK, Germany, Sweden, Finland and the US - 
have a clause apportioning the right to one country or the other 
to tax such gains in bilateral situations. 

One non-development I should mention is that the sub- 
stantial Income Tax Act amendments that were proposed in the 
budget of May 8th, 1972, failed to pass into law before the 
dissolution of Parliament. Now that the general election has 
put Canada into a state of political confusion, there is no 
knowing when these amendments will be passed. My guess is 
that they will be passed. in the next six months or so, and 
that the effective dates originally intended will be retained. 

One area in which this would be significant is the so-called 
departure tax. A taxpayer who takes up residence in Canada 
is deemed to have acquired his capital assets at their then fair 
market value. Likewise, a taxpayer who ceases to reside in 
Canada is deemed to have disposed of his capital assets at their 
then fair market value. The British executive sent out to Canada 
for a short stint can consequently find himself in an untenable 
position: that of paying Canadian tax on the accrued but 
unrealized gains made by him on his non-Canadian assets during 
his period of residence in Canada. 

The problem is not insoluble. However, the proposed amend- 
ments would provide further relief, in that the departure tax 
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holdings (as previously defined), Such companies do: 
suffer income tax on their dividend receipts nor are capit 
gains on the disposal of their holdings taxed. 

The Netherlands is a tripartite Kingdom, and one of the 
members is the Netherlands Antilles, a considerable tax 
haven. Companies organized there to hold securities and: 
patents pay tax on their net income up to Fl.100,000. at 
2-4 per cent and 3 per cent on the excess. No withholding 
is made from any distributions. Furthermore, such trea 
ment is subject to a government guarantee up to Jun 


30th, 1979. 


Tax Problems 


by A. PETER F. CUMY 


would not apply to individuals who only resided in Canada fi 
three years out of the ten years preceding their departure fro: 
Canada. In other words, the British executive could con 
to Canada for three years without being taxed on his accrue 
capital gains during his period of residence in Canada, bi 
if he remained longer than three years, he might have 
problem 


Branch or subsidiary 


I would now like to comment on some of the recent changes as 
they affect the taxation of branches and subsidiaries of UK 
companies in Canada. The basic position of a Canadian branch 
is that its earnings suffer Canadian corporate tax of roughly 
50 per cent (currently and temporarily reduced to about 43 
per cent), and that the remaining post-tax profits, less a certain 
allowance for capital formation, suffer a so-called. ‘branch tax’ 
of 15 per cent. This is designed to parallel the treatment of a 
Canadian subsidiary, whose profits suffer the same rate of 
corporate tax, but may only be distributed subject to a 15 per 
cent withholding tax (reduced to ro per cent if there is at lea 
25 per cent Canadian ownership of the subsidiary). Th 
difference between this withholding tax and the branch tax is, 
of course, that the branch tax is paid regardless of whether the 
profits are remitted, whereas the withholding tax only applies 
if a dividend is paid or credited to a non-resident. 

From the British point of view, however, what is most signi- 
ficant is that despite the somewhat contrary implication in 
article 22 (3) (c) of the Treaty, article 9 (8) would seem to me 
prevent Canada from levying the branch tax against a company 
resident in the UK. However, I understand that the Department 
have, on occasion, resisted this view. Whether they are right o 
not, this may indicate that the Canadian treaty renegotiators 
may seek to remove or alter article o (8) of the Treaty. 

For those weighing the pros and cons of a Canadian branch 
as opposed to a Canadian subsidiary, there are. two. other 
important considerations. Under our so- -called thin-capitaliz: 
tion rules, a Canadian subsidiary may not deduct interest p 
by it on loans from related non-residents to the extent that 
those loans exceed three times the company’s paid-up capita 








and surplus. It seems to me that article 10 (4) of the Treaty 
_- precludes Canada from applying such a measure to interest paid 
_ to a company resident in the UK (unless it is in turn controlled 
by Canadians). In international groups, British companies 
` may thus find themselves being asked to lend money to the 
‘Canadian member of the group because of their apparent 
immunity from the thin-capitalization rules. 
. You will readily appreciate that if a Canadian venture requires 
‘a. heavy capital input from the UK, it can be advantageous to 
"do this largely by way of an interest-bearing loan, so that the 
Canadian company’s profits can be reduced by interest pay- 
ments to the UK (subject to a 15 per cent withholding tax). 
-However, if a UK company has a branch in Canada without 
becoming resident in Canada under the provisions of the 
Income Tax Act, it too will not fall under the thin-capitalization 
provisions, since they only apply to interest paid by corporations 
“resident in Canada. 
Finally, the choice of branch or subsidiary is affected by 
‘capital gains considerations. Our new system, in a nutshell, is 
‘to tax capital gains by including one-half of such gains, and 
educting one-half of capital losses, in the computation of the 
rdinary income of Canadian taxpayers. The cost base for 
Measuring both gains and losses is generally the value of each 
‘asset as at the end of 1971. 
Article 12 (3) of the treaty would prevent Canada from 
taxing any gains on the sale by a UK resident of shares in a 
‘Canadian subsidiary. This is why it may be preferable for UK 
companies having more than one subsidiary in Canada to hold 
each of them directly from the UK, rather than through the 
medium of a Canadian holding company or in a vertical chain 

Canadian companies. In this way, one may be sold but not 
the other without Canadian capital gains tax consequences. 
¿To revert to my comparison of a subsidiary to a branch, 
owever, article 12 (2) of the treaty permits Canada to tax 
apital gains arising on the disposal of Canadian branch assets. 
"his is not as favourable as the shelter from Canadian tax on 
he sale of shares in a subsidiary. 

These, then, are some of the new aspects of the taxation of 
Canadian branches and subsidiaries. When it comes to choosing 
between the two, I generally favour the subsidiary, for commer- 
ial as well as for tax reasons, although I readily concede that the 
facts of each case, including the tax position of the UK company 
in its own country, are also of prime importance. 



































‘Assets or shares 


Another classic choice well known to tax advisers is whether the 
‘purchaser of an existing business should seek to acquire the 
assets of the company which it is taking over, or whether it 
‘should buy its shares. 
If assets are purchased in an arm’s length transaction, the 
chief considerations arising out of the new legislation relate to 
capital gains and goodwill. Whether or not it is depreciable 
roperty, the cost to the purchaser of any asset, as well as its 
proceeds of disposition to the vendor, is the price actually paid 
or agreed to be paid. Where one amount is paid for a group of 
assets, the allocation as between each asset must be reasonable, 
irrespective of the form of legal effect of the contract (section 68 
of the Act). Despite this enunciation of principle, the parties 
to such an agreement of sale are sometimes well advised to make 
a written allocation, on which seems to them to be a reasonable 
basis. 
Expenditures on goodwill, trade marks and franchises and 
licenses for unlimited terms used to be called ‘nothings’ in 
<= Canadian tax parlance, since they were neither deductible 
` nor depreciable. They may now be depreciated by the purchaser 
` of assets, although not, of course, by the purchaser of shares. 
The system calls for the inclusion of one-half of such expendi- 





ACCOL 





tures in a pool, and for the deduction of a ro per cent annual 
allowance thereon on a declining balance basis. The vendor is 
in turn taxable on one-half of the proceeds. 

A transitional measure permits the vendor to reduce these 
proceeds in respect of a business in existence on January 1st, 
1972 to 40 per cent of the actual figure if the sale is effected in 
1972, 45 per cent in 1973 and so on until the transitional 
reduction expires in 1984. 

If shares are purchased in an arm’s length transaction, once 
more the price governs to determine the purchaser’s cost base 
and the vendor’s proceeds of disposition, An innovation of 
considerable importance is that corporations will no longer be 
prohibited from deducting interest on money borrowed to 
finance the acquisition. The purchaser should check the tax 
cost base of all of the company’s capital assets, and perhaps 
seek warranties as to these amounts from the vendor. The same 
is true of the company’s surplus position, and without getting 
into some of the problems in this area, I merely wish to observe 
that good accounting advice is necessary. If the company has 
unabsorbed capital losses, these will be lost if the acquisition 
results in a change in control. 

If the vendor of either assets or shares is a non-resident of 
Canada, he may nevertheless be subject to Canadian tax on any 
capital gain arising on the sale. For this reason, section 116 of 
the Act obliges the non-resident vendor of ‘taxable Canadian 
property’ (other than listed Canadian shares or mutual fund 
units) to notify the Minister of the transaction within ten days 
of its date, and to lodge with the Minister 25 per cent of his gain 
or acceptable security to cover his tax liability. This requirement 
is unaffected by any of Canada’s present tax treaties. The 
Minister must then issue a certificate indicating that the vendor 
has complied with section 116, A duplicate certificate is sent to 
the purchaser, who should as a matter of common sense with- 
hold final payment of the price until he sees the certificate — 
since he can otherwise be liable for up to 15 per cent of the total 
price in satisfaction of the vendor’s tax liability arising out of 
the sale. 

These provisions are a nuisance to comply with, and yet we. 
have by now filed a number of applications for section 116 
certificates and not encountered too great a delay: perhaps 
three or four weeks. The system is almost certain to get bogged 
down, however, as time goes by since the information which 
must be supplied to the Minister includes the cost base of the 
asset which has been sold, a necessary factor in determining the 
vendor’s gain, if any. 

To date, we have generally asserted that this cost base, which 
under the transitional measures is usually fair market value 
at the end of 1971, is the same as the sale price, so that no gain 
or loss has arisen. The time has now come, I think, when the 
Department will view such assertions as being suspect, and the 
first major battles over valuation will be fought. While they are 
being fought, the purchaser may have a long wait for the 
certificate to be issued exonerating him from any liability on 
account of the vendor’s tax. 

Coming back to the central question of this part of my paper, 
I would say that the new measures have not changed the basic 
rule in Canada: that a vendor would rather sell shares, but that 
a purchaser would rather buy assets. This rule has its exceptions 
in certain circumstances, and in any case anything may be 
acceptable if the price is right. 


Corporate reorganizations 


The new provisions of the Income Tax Act have been severely 
criticized in Canada for their inflexibility in the area of tax-free 
corporate group reorganizations, an area which has become all 
the more sensitive because of the taxation of capital gains. The 
result is that such reorganizations are forced into one or two 
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He has an expert knowledge of the whole 
insurance market which only comes with years of 
experience on top of a thorough training. He is the 
only person from whom you can get independent 
insurance advice. 

When you use the services of a CIB broker, as 
we hope you will if you don’t already, this 
expertise shows itself in the way he constantly 
watches over your interests. 

When choosing a policy, he watches the small 
print for you ~ and finds the fewest exclusions for 
the lowest premium available. 

When deciding what policies you need, he will 
cast a thorough eye over all your company’s 
activities and arrive at the most complete cover at 
the lowest market cost. 

He will keep a continual watch for all the latest 


ideas in insurance, and if any could cover you more 


Gil 


completely, or for less money, or both, 
he will recommend changes for the 
better. He will make risk improvement 
recommendations to keep down the cost 
of your insurance. 


What has an insurance broker got that you haven't? 
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And when you have occasion to make a claim, 
he will watch your interests like a hawk, and will 
bend his brain to get you the best possible 
settlement. 

All this will leave you feeling that your CIB 
broker has eyes in the back of his head. 

And that he can serve you far better than you 
could ever serve yourself. 

Put this to the test. Get a CIB broker to run an 
eye over your insurances, and recommend 
improvements. 

If you'd like a list of CIB member companies, 
just ring 01-588 4387 and ask for one. There are 
600 firms on it, in all parts of the country — every 
one fully qualified, and operating to the highest 
professional standards. 

The British insurance market is the best in the 
world. But it presents a maze-like 
complexity to one who doesn’t know 
his way around. 

Through this baffling labyrinth, a 
CIB broker is just the guide you need. 


The Corporation of Insurance Brokers 
15 St. Helen’s Place, London EC3A 6DS 
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after a week we fly you back again. 
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moulds by our taxing system, when commercial considerations 
might require that an entirely different approach be taken. Before 
considering the various acceptable methods of reorganization, 
I-should perhaps mention that, unhappily, no form of group 
consolidation for Canadian tax purposes is permitted by our 
Income Tax Act. This in itself can act as an incentive for real 
group consolidation. 

One of the simplest ways of consolidating two companies is 
to bring them together by statutory amalgamation. In Canada, 
however, companies may be incorporated under any one of 
eleven jurisdictions — the Federal Parliament, or the legislature 
of one of the ten provinces. As a general rule, only companies 
incorporated under the same jurisdiction may be amalgamated. 
Fortunately, some of the provinces now permit companies 
incorporated in another province to apply for letters patent of 
continuation under their laws. Once this change of domicile 
is effected, an amalgamation with another company of that 
province becomes possible. 

If an amalgamation is possible, the Act permits a virtually 
tax-free roll-over, whereby the successor corporation inherits 
all of the fiscal attributes of the amalgamating companies. An 
exception is that business and capital losses do not survive. 

Apart from amalgamation, the simplest method of reorganiza- 
tion may sometimes be the sale of the assets of one company 
to its sister company, followed by its liquidation. However, far 

from permitting such a sale to take place with neutral tax con- 
sequences, the Act now deems all assets to have been transferred 
at their fair market value. In the past, depreciable property 
could be sold in a non-arm’s length transaction at its written- 
down value, so that no recapture or balancing charge would 
arise. This is no longer so. The same is true of any increase in 
value over cost; the capital gain is realized by the vendor and 
tax must be paid thereon, although no gain has been realized 
by the group. 

At the present time, of course, it is still possible to argue with 
the tax officials that no capital gain has arisen since V (valuation) 
day, some eleven months ago. The expression currently in vogue 
in Ottawa is ‘intrinsic value’ — for, where a trade investment is 
concerned, the Department is interested in where the business 
is going, what is happening to its share of the market, whether 
its costs are increasing faster than its income, and so forth. 
In this exercise of the blind leading the blind, the chief con- 
solation is, of course, that the Department knows very little about 
the factors affecting intrinsic value of a business, so that the 
company’s arguments, if reasonable and well marshalled, have a 
good chance of success. 

The other method of consolidation is by the transfer of 
property to a Canadian corporation in return for shares. If the 
transferor ends up with no less than 80 per cent of the issued 
shares of each class of the corporation, a tax-free roll-over of 
sorts may be secured under section 85 of the Act. However, 
this provision seems to have been designed more for the transfer 
of an unincorporated business to a company than for the con- 
solidation of group holdings into fewer companies than pre- 
viously, and is not always of practical use. 

These scant remarks on the problems of corporate reor- 
ganizations surely reveal how rigid our Act is. All that I can 
say is that if one has any such changes to make, the sooner they 
are made, the better. 


Repatriation of profits 


I come now to the final part of my paper, the repatriation of 
profits by a Canadian subsidiary to its UK parent. 

The ideal way of doing this is, of course, by way of deductible 
payments, such as interest, payments for goods supplied or 
technical service fees. I have already said a word about interest 
payments. 


The Department has recently shown a great interest 
transfer prices being paid by Canadian subsidiaries to the 
foreign parents or affiliates, and such investigations have o 
occasion been accompanied by attacks on the amount of fe 
being paid to related non-residents for the use in Canada of 
technical services or know-how. The proper posture for the 
taxpayer to adopt in such circumstances, in my opinion, is 
to demonstrate that the payments are similar in amount: to 
what would have been paid in an arm’s length situation. This 
entails: 


(a) viewing the payments of transfer prices and, if such is the 
case, technical fees as one, and not being trapped into 
defending them separately, or item by item; ; 


(b) showing the overall gross profit margin of the Canadi: 
subsidiary to have been what an independent firm would 
have accepted as reasonable, and not being drawn into 
discussion of what it cost the non-resident to make the 
goods or render the technical services, or of whether t 
non-resident should have made a smaller mark-up over i 
costs; and 


(c) if the taxpayer’s position is strong, it may be worth while 
in the case of technical service fees ~ to argue that d 
payments to the non-resident merely constituted a. 
covery of costs, In such a case, if certain other requir 
ments are met, it may be able to pay those fees free of the 
15 per cent withholding tax which must otherwise appl 
as a result of the Canadian Supreme Courte decision in th 
Western Electric case. ; 


Other distributions of profit are generally assimilated: 
dividends, and are subject to withholding tax. This is so regar 
less of whether they are paid on an ongoing basis, or on liqu 
tion. An exception is that capital surplus accumulated -p 
to 1972 may be distributed free of withholding tax. On t 
other hand, post-1971 capital surplus can only be distribut 
subject to withholding tax. 


Making of loans 


One pitfall which should be avoided is the making of loan 
by Canadian companies to their non-resident parents. Unies 
repaid within one year from the end of the year in which the 
are made, they are treated as dividends, and withholding. ta 
must be paid. One can often have great difficulty fending o 
the Department’s attempt to treat loans to foreign affilia' 

in the same manner. This is so regardless of whether interes 
is charged, unless the subsidiary can be shown to lend mone 
as a part of its ordinary business. ve 

Finally, some energy has recently been addressed in Canad. 
to the possibility of emigrating Canadian companies under or 
of Canada’s tax treaties, particularly the Dutch and Uk 
treaties. Under an amendment made to our Act in 1965, . 
company which is incorporated in Canada is deemed to resid 
there, regardless of whether it is managed and controlled ch 
where. This is not so only if it escaped from Canadian resides 
before that date. 

Under article 3 (3) of the Canada-UK Treaty, a compan 
which is resident in the UK for UK tax purposes and in Cana 
for Canadian tax purposes is deemed. to reside in the territ 
in which its place of effective management is situated. Thus, i 
Canadian incorporated company’s management is shifted to 
UK, it may be emigrated to that country under the Treaty 
What then? Article 9 (8) of the Treaty permits the emigra 
company to pay dividends free of Canadian withholding t 
unless the company was incorporated in Canada after the comi 
into force of the Treaty (1967) and the change of the place 
effective management was not made for bona fide commercia 
reasons, but rather to secure the benefit of the ‘Treaty. 
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S measures may prove equally effective. 


CCOUNTANTS in industry, inevitably concerned in 
Athe cost of all processes, have always needed to pay 
particular attention to the size of their own staffs. In an 
age of increasing company mergers and the growing use of 
computers, problems of staffing have arisen. Normally, it 
is possible to deal with overstaffing problems by allowing 
normal wastage to catch up with the situation. 
` However, and quite recently, a new factor has arisen, 
a factor which is bound to alter the whole situation. It is 
quite essential to the accountancy world that they should 
be made familiar with the new development and how to deal 
vith its consequences. This is the purpose of this article. 
Į refer, of course, to the new Recission Theory, developed 
ter many years of research by Professor MacDonald, of 
e Chair of Business Economics in Clyde University. 
His can best be expressed by the formula: 
WE- WE WE 
"ac | 
here E is the existing number of staff, WU is the number 
of units of work currently carried out, and WF is the 
umber of units of work really essential. 


ptimum reduction in staff = E 


Essential work load 


he formula requires some further explanation. For 
example, it can be seen that in the event of the number of 
staff being reduced pro rata to the essential work load 
, say 1, then this person, now the chief accountant, 
ill be so busy that he will require a minimum of six 
persons to bring him tea, coffee and cigarettes and to deal 
with his personal and private correspondence. It will be 
seen, however, that the critical figure is WE. Professor 
MacDonald has defined this figure as ‘the necessary amount 
“work required to produce figures for statutory purposes, 
plus that needed to produce information upon which action 
in actually be taken’. 

By producing this definition, Professor MacDonald has 
olved a revolutionary new concept. It does not matter, 
he says, whether action is taken or not, this being the 
prerogative of management, who are in any case normally 
only swayed by purely emotional considerations. What 
really does matter is whether action could be taken. 

` To quote one example only, by applying this rule to one 
firm, Professor MacDonald has eliminated all wasteful 
comparisons of actual expenditure against previous esti- 
mates. Pointing out with unassailable clarity that no later 
assessment of what has happened can undo the past, and 
_ that all prior estimates are by their nature inevitably 
inaccurate, he says that the difference between an inac- 
curate figure and an actual figure cannot possibly have any 
significance beyond demonstrating that the estimates were 





Redeployment Problems 


Managers have been known, on occasion, to threaten to shoot the chief accountant. 
A revolutionary new theory, discussed in the following article, suggests that less drastic 


inaccurate, a fact that was already known. By this cogent 
reasoning, he has destroyed the validity of all systems of 
budgetary control, under whatever esoteric titles they might 
appear. He has also pointed out that if the management of 
any company wish to be warned of approaching insolvency, 
their best source of information is their bank manager, 
who is almost certainly keeping a close eye on the situation.. 

In this particular exercise, the accountancy staff of the 
company was reduced from five hundred to eight and, in 
addition to the very substantial saving of salaries, it has 
been possible to return the accountancy offices to their 
original use as a cold store. 


Far-reaching implications 

The implications of the application of this revolutionary 
new principle are far-reaching and will result in the need 
to deploy vast numbers of accountants. This problem and 
its possible solutions have been covered by a paper on the 
subject delivered by Professor MacDonald at the annual 
conference of the Pantopragmatic Society last August. 

A brief summary of the contents of this paper will be 
helpful. The problem is that all accountants, as is well 
known to accountants, are upright, honest, sober, accurate, 
painstaking, and highly intelligent. However, as all ac- 
countants also know, those engaged in other activities in 
industry are normally dissolute, careless, inaccurate and 
unreliable morons, lacking sympathy for those who have to 
deal with accountancy problems. Therefore, in order to 
make accountants suitable for employment in these other. 
activities, they must be thoroughly de-trained. 

The problem is to determine the extent to which such 
de-training should be attempted. One point of view is that 
all accountants requiring redeployment should be totally 
converted to the acceptable standards of dissoluteness, 
unreliability and inaccuracy. Another point of view is that 
this may be too expensive, and that it may only be necessary 
to rid them of a limited number of irritating features, such 
as always being right. Following this, it is argued, the other 
marketable features will appear rapidly. 

Whatever method is decided upon, it is clear that all 
accountants about to be redeployed will require to sit a 
final examination in order to gain their Certificate of 
Unreliability. The correct basis of this examination is still 
in doubt. Since most accountants spend the greater part 
of their life in giving the right answers to the wrong 
questions, there is doubt as to whether they should be 
required, in this quite definitely final exam, to give the 
wrong answers to the right questions, or to give the wrong 
answers to the wrong questions. 

One further problem remains. Just as there are some 





students who can never be trained to be accountants, then 
there will be some accountants who can never be de- 
trained out of their habits and who will therefore be 
difficult to dispose of in the open market. The standard 
methods of disposal in these cases are the promise of 
enhanced retirement benefits, deportation, or promotion 
to the board. If none of these are possible then, as a last 
resort, it may be necessary to resort to shooting. 





Lost Opportunity 


Unsuited in the City 


by JOHN AUDRIC 


ANY of us will have experienced or heard of the mad 

scramble for jobs in the late twenties. A schoolboy 
at the time, I had been persuaded to take up banking. 
Matriculation and Intermediate, with distinctions in 
French and German; the outlook, according to my head- 
master, was promising. l 

The manager of the local branch of the bank gave me an 
appointment; my parents were his clients. Despite the 
passage of the years in a crowded life, I have a vivid 
recollection of that day. The staff stood immaculate and 
solemn behind their tills. In accordance with tradition, 
the end one was presided over by the head cashier. 
The entire staff (and some of the clients) went in 
awe of him. 

A bachelor and an extrovert, he worked like the 
proverbial Trojan, and lived for his very luxurious 
summer holidays. His knowledge of banking was 
extensive. He not only carried the full burden of the 
bank on his shoulders, he bravely bore the burden of 
the nation, to such an extent that on one occasion, 
when he was cruising around the Greek islands, his 
irreverent colleagues cabled him ‘Bank rate changed. 
Please wire instructions’! 


First impression 


That afternoon he stared down at me from his majestic 
6 ft 2 in., impeccably dressed from Savile Row. It 
was at once obvious that I had not made a favourable 
impression. With a lofty wave of his hand he 
indicated the manager’s room. 

I was received with kindness and courtesy. The 
manager regretted that he had no immediate vacancy, 
but he gave me a letter of introduction to the Foreign 
Department in the City. 

Here, the young clerk I saw stared wide-eyed at my 
general appearance. A profound hush descended on 
the large room. His peers grinned broadly, but there 
was no malice. Rather was there infinite compassion. 

‘They were all exceptionally well turned out. The 
































If the author of this article may be permitted a persona 
note, it is to the effect that he is generally opposed 
shooting, except in extreme cases. However, he once kn: 
a manager who, after all other methods had failed, wen: 
around saying quite freely that he would undoubtedly hav 
to shoot his chief accountant. In fact he never got roun 
to it, which was in a way unfortunate because, if he had 
the author would have got the job. 


grammar school which I attended boasted a sixteenth: 
century foundation. On speech days the staff provided | 
dazzling pageant of colour in their gowns and hoods of th 
different universities, of which Oxbridge was in a larg 
majority. They were all men of wide culture. The schoo 
had a flourishing third-year sixth form and an Oxford and 
Cambridge Society. The record in university entrance 
scholarships was unsurpassed. 

I now learned to my dismay that they had never taugh 
us how to dress. Certainly none of them had told me tha 
one of the most essential qualifications for an entry int 
banking was a well-pressed dark suit and a sombre tie 
At school they all wore the same uniform, which was 
sports jacket and flannels, day after day, with the exceptio: 
of speech day when the suit was taken out of its mo 
balls. Some of us were convinced that the only. reas 
they wore a gown was to hide the patches and shine, — 

The manager half rose from his chair and sat back. 
horror. The interview was brief. Had there been a ba 
door, he would have asked me to use it. I was noti 
banking, and certainly banking was not for me. 

My headmaster consoled me. I went on to university, 






Ms 






e tine ij; 


‘The manager half rose from his chair... ` 





= became in turn a modern languages master, an examiner 
and a headmaster, and in a long career saw many of my 


_ pupils pass into banking — some to become managers. 





















by PHILIP MATTHEWS, A.C.A. 


ient with a seasonal trade. 


S. Claus, Esq., 
` Sleigh Drive, 
Stocking, 
‘Toyland. 
Dear Sir, 
Value Added Tax 


being a registered charity. 


Registration for VAT becomes obligatory once taxable 
turnover exceeds {£5,000 per annum. Your turnover is 





P This may not in fact be the case; see ‘A Tax on Christmas’, by R, W. 


Maas, A CA, (The Accountant, December 16th, 1971). — Eprror.] 


But what has happened to this once so correct and hide- 
bound profession? No other has changed so drastically. 
_ Doctors, lawyers, dentists all maintain that traditional 
_ dignified, aloof bearing. Teachers continue to dress as 
shabbily as they did at the passing of the 1870 Education 
Act. True, grammar schools are on the way out, and a 
fantastic hierarchy has been established in our compre- 
hensives, with such fabulous titles as academic registrar, 
heads of upper, middle and lower school, tutor of year, 
` head of year, co-ordinator of studies, master in charge of 
pastoral care, head of vertical studies. Yet even these 
exalted members of the profession conform to the age-old 
custom of sports jacket and part-worsted, part-terylene 


` being overdrawn merely by the statement which shows the 
figures in red; no word of reproach. It is even sent, un- 


` And where are the male staff whose forebears manned 
the barricades between client and till? In my bank I must 


ALUE added tax has been conceived, on the authority 
of HM Customs and Excise as an all- -pervasive tax. 
At this time of the year, it may be appropriate to consider 
the application of this principle to an extreme case of a 


We understand that you have expressed concern as to 
whether you will have to register for VAT or not in view 
of the fact that you are exempt for income tax purposes, 


assume that the descendants of that stately fraternity of | 


bank clerks and cashiers are all girls, for it is they alone — 
who hand out the soiled, dog-eared and wrinkled notes, 
which would never have passed across the counter in that 
condition when I made my application for a post in the 
bank. Their names are printed above the grille, and you 
have your choice, but as the marriage rate is high the names 
are constantly changing. Now and again one sees a pair 
of trousers emerging from one room to disappear into 
another. Rarely do the owners cash your cheques. They are 
the boffins, screened from the vulgar gaze. 

Sic transit gloria mundi! But not entirely. In the manager’s 
waiting room the reading matter is unchanged. It is the 
same as it was in my father’s days, and no doubt as it was 
in his father’s days. I don’t understand it. Why should I 
bother to try? Just go to the counter which carries the sign 
Statements. The young lovely who appears at the press of 
the button knows it all. Iam enchanted by her charm and ` 
terrified by her knowledge of financial matters. How com- ` 
petently she must handle the housekeeping! 

That bank manager’s judgment of me years ago was 
accurate. I would have been no good in a bank. But what 
would he and his peers have done if they could have 
visualized such a revolution in this honourable profession, 
and in such a short time? The mind boggles at the 
thought. 


/AT -The Christmas Spirit 


worth millions of pounds, and the fact that it is all de- 
livered on one night of the year still renders you liable to 
register if the turnover is taxable. 

If the gifts which you make each year were business 
gifts, made for business reasons and not costing more than 
£10 each, then you would not be liable to account for VAT 
on them. Your gifts cannot be said, however, to be business 
gifts as they are given to your friends, and as such con- 
stitute a taxable supply. : 

This means that you will have to register and account for 
VAT to HM Customs and Excise. They will require you to ` 
send them an accounting return every three months 
setting out details of your input tax, output.tax, turnover 
and taxable purchases and expenses. 

The only way that we can see of avoiding the tax is to 
distribute gifts of money, which are exempt; but this, of 
course, would not please those of your little friends who 
would rather have toys. 

May we take this opportunity of wishing you a Happy 
Christmas. 

Yours faithfully, 
TICK AND BLOT, 
Chartered Accountants. . 


December 21st, 1972 





Inter-American Accounting Conference 


HE tenth Inter-American Accounting 
-{ Conference was held in Punta del 
Este, an Uruguayan seaside resort, in 
the latter part of November. Punta del 
Este is a favourite meeting place of 
organizers of international events; it 
possesses beautiful beaches and the ac- 
commodation and recreational facilities 
are outstanding for that part of the world; 
among other distinctions, its shore 
witnessed the sinking of the Graf Spee 
during the Second World War. 

Over 1,600 delegates attended the 
conference from virtually all countries 
on the American continent; the largest 
delegations were those of Uruguay, 
Argentina and Peru, each with over 300 
members. The USA and Canada were 
represented by some 20 delegates each; 
the leader of the US delegation was Mr 
Louis M. Kessler, a Past-President of the 
American Institute of Certified Public 
Accountants, and the Canadian delega- 
tion was headed by Mr Derek Lukin 
Johnston. Two UK chartered account- 
ants took part as members of delegations 
from American countries, Mr Martin 
Cabourn-Smith, of Harmood, Banner & 
Co, and Dr Kenneth S. Most, from 
Texas A&M University in the USA. 


Biennial meetings 

Since its first meetings in Puerto Rico 
after the War, the conference has been 
held in a different country every two 
years and the tenth conference was 
entrusted to an organizing committee 
appointed by the Institute of Doctors of 
Economics and Accountants of Uruguay. 
Cr. (Contador) Mario E. Pravia served 
as President, Cr. Ramon Rivera Marrero 
as Vice-President, and Cr. Nelson T. 
Russo as Secretary of the conference. Of 
the 22 national delegations, one was 
headed by a woman, Cra. Angela Godoy, 
of Panama. 

Between conferences, the technical 
commission corresponds with national 
accounting bodies in order to obtain 
papers on: a variety of topics specified by 
the immediate past conference. For the 
tenth. conference, these topics were: 


(1)- Accounting treatment of taxes on the 
‘income of business enterprises (re- 
lated to APB 11 of the American 
‘Institute of Certified Public Ac- 
countants), 


From a SPECIAL CORRESPONDENT 


(2) Electronic data processing systems 
as a basis for control of management, 
managerial efficiency and decision- 
making. 

(3) The public accountant’s role in the 
study of marketing strategies. 

(4) Programming and control of pro- 
duction. 

(5) Financial planning of business enter- 
prises. 

(6) Methods of attaining efficiency in 
agricultural operations. Systemati- 
zation of procedures. 

(7) Minimum curriculum (course re- 
quirements) for the education of the 
public accountant, at a micro- and 
macro-economic level. Courses for 
graduates as a means of up-dating 
and professional specialization. 

(8) The limits and extent of the stand- 
ards applicable to the work of the 
auditor and of the qualifications 
contained in his opinion. 

(9) The effect of inflation on income 
tax expense. 

(10) The role of the public accountant 
in the preparation and study of 
investment projects for economic 
development. 

(11) The regulation of the public ac- 
counting profession at national and 
international levels. 

(12) The institutional promotion of the 
accounting profession. 


Recommendations 


Two classes of papers were designated 
on these selected topics — theses and 
technical communications. The authors 
of theses whose conclusions were ac- 
cepted read summaries at the concluding 
plenary session; the spokesman for the 
study committee conveyed the opinion 
of the group to the plenary session in 
other cases. The study committees also 
discussed the technical communications 
and selected those on which recommenda- 
tions were to be made. 

Among the other tasks of the conference 
was the award of the titles of ‘Meritorious 
Accountant of the Americas’ and “Veteran 
Accountants of the Conference’. Professor 
Cesar Salas, of Cuba, was nominated for 
the title of Meritorious Accountant of the 
Americas and the titles of Veteran 
Accountants of the Conference were 
bestowed on Alberto Arevalo, Juan 


Angel Gil, Louis M. Kessler, Ramon 
Cardenas Coronado, Jose Da Cost; 
Poucinhas- and Juan Rodriguez Lopez 

The first plenary session opened with 
the reading of a telegram of welcome from 
the President of the Uruguayan Republic 
Don Juan Ma. Bordaberry. This wa 
followed by a welcome from the President 
of the conference, Cr. Mario E. Pravia, o 
Uruguay. 

The opening session was also addressed 
by the Secretary of the Conference, Cr. 
Nelson Russo; the Intendant of. th 
Province of Maldonado, Professo: 
Gilberto Acosta Arteta; Mr Derek Luki 
Johnston, from Canada; Cr. Ivo Malhaes 
de Oliveira, from Brazil; Cra. Angel 
Godoy, from Panama; the Rector of th 
Republican University, Cr. Samue 
Lichtensztejn, and Cr. Israel Wonsewer 
former Dean of the Faculty of Economic 
and Management at the University, 
keynote speech was delivered br ` 
Jose Estevez Paulos, a prominent aca 
demic in Uruguay, who drew attenti 
to problems of economic development i 
Latin America. 

On the same afternoon the study 
committees began their work with th 
election of officers. The theses and 
technical communications have been 
printed in four volumes entitled X 
Conferencia Interamericana de Conta 
bilidad: Trabajos Presentados Para S 
Estudio, the bulk of the contents bein 
in Spanish or Portuguese. While it i 
impossible to do justice to the "eh 
source of ideas and information which 
these volumes represent, some indication 
of the subjects treated can be given with 
reference to the papers printed in 
English. ` : 


Accounting for taxes 


In a paper entitled ‘Accounting Treat- 
ment of Taxes on the Income of Business 
Enterprises’, Mr Theodore L. Wilkinson 
(USA) postulated that income taxes 
were an expense and should, like other 
expenses, be matched with specific 
revenues or specific accounting periods. 
Income tax payable within a period did not 
necessarily represent income tax expens 
for that period, applicable to transactior 
recognized for financial accounting pur 
poses in that period. fhe 
He distinguished between permanent 






and timing differences between taxable 
‘income and book income, the former not 
requiring tax allocation and the latter 
representing the basis for interperiod 
“allocation. Only two methods of alloca- 
- tion had been adopted, the deferred. 
“method and the liability method; the 
deferred method was income oriented 
since it related allocation to the effect 
“on current net income of the timing 
` differences, whereas the liability method 
was balance sheet oriented, tax alloca- 
=- tions representing future receivables or 
“payables. Since tax adjustments of this 
Kind were not receivables or payables 
n the normal sense, the deferred method 
was recommended. 
¿© Mr William E. Pritts (USA) submitted 
a paper on ‘Planning Models: Their 
“Use and Design’. While much talked 
‘about in the past decade, planning 
models were little used by management, 
“he said, but in the next decade they would 
become a basic necessity. The develop- 
ment of a planning model as a mathe- 
matical model of the business entity was 
‘analysed, and the construction of an 
nput/output table shown. The algebraic 
squations to be derived from such a 
able, assuming linearity, permitted the 
onstruction of an algebraic representa- 
ion of the net income of the firm. 
computerized planning models were 
ry useful for handling large quantities 
f data and evaluating alternatives. The 
management accountant should under- 
ake the development of the planning 
odels for his company. 
Mr R. H. Anderson (Canada) also 
ealt with ‘Financial Planning for Business 
Enterprises’, in terms of simulation based 
upon the formulation of profit objectives. 











































ccounting education 


In ‘A Minimum Curriculum for Ac- 
ountancy Education in a Developing 
Country’, Dr Kenneth S. Most (USA) 
‘applied experience gained as an ac- 
ounting educator in several countries 
to the conditions and needs of Latin 
America. The ninth conference at Bogota 
had expressed the belief that ‘if our 
profession has a basic uniform education 
developed on a multinational level, it 
may co-operate effectively with the 
efforts being made by member countries 
aiming at economic and cultural in- 
tegration in large regions’. 

The author provided quantitative esti- 
mates indicating the size of the problem 
of accountancy education in Latin 
` America and spelled out eight assump- 
“tions underlying the minimum cur- 
_-riculum. The most important of these 
` were (1) the existence of planned, or 
‘mixed’, economies, (2) control of ac- 
countancy education by the universities, 
and (3) the need for extension centres and 





correspondence courses in order to 
produce adequate numbers of trained 


accountants and to give the rural poor. 


the opportunity to contribute their 
manpower. Ls E Se 
The minimum curriculum oroposcd, 


which was presented in detail in an. 
appendix, was structured to conform. to” 


university administrative needs in Latin 
American countries, yet was adaptable 
to extension and correspondence courses. 
Original features were the introduction 
of taxation courses at an early stage and 
the emphasis in the final year on plan- 
ning, accounting and auditing in the 
public sector together with accounting 
control over the private sector, 

Dr Edward L. Elliot (USA) dealt 
with ‘Some Techniques for the Evalua- 
tion of Investment Projects for Develop- 
ment’ within the framework of cost/ 
benefit and capital budgeting models. 
The analysis was directed to the in- 
dividual investment project, assuming 
that national and sectoral planning 
decisions were given. The intervention of 
the accountant in the valuation of these 
projects was emphasized, because of the 
accountant’s close contact with the 
business world. 


New techniques 
New techniques of decision making 
were brought within the present ac- 
counting framework, and simulation 
based upon probability theory and 
computer technology could be used to 
derive an expected rate of return and the 
combination of factors required to pro- 
duce it. This would permit the financial 
profitability of the project to be ascer- 
tained as a basis for evaluation. Limita- 
tions on  quantifiability were also 
mentioned. 

Mr R. E. Shirley (USA) contributed 
a technical communication on ‘The Use 
of Social Costs in Budgets by Developing 
Countries’ based upon the observation 
that due to an inadequate tax base and 
rising expectations, developing countries 
often have great difficulty in providing 
for the minimum needs of their citizens. 
Using planned programme budgeting, 
the priority programmes should be 
formulated including an inventory of the 
minimum level of services needed in 
each programme. This desired budget 
should be adopted as a statement of 
policy by the government. To the extent 
that all possible revenues fall short of 
funding the minimum programmes, the 
deficiency should be shown in the govern- 
ment’s financial statements as a liability 
for social costs or unfilled needs. The 
principal advantage of the social cost 
budget was in taking inventory of needs 
and communicating them to the people 
with the social cost of not meeting them. 
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In. discussing ‘Financial Reporting ` 
under Stress, Mr R. M. Skinner 
(Canada) referred to the real stress 


experienced -by those responsible for 
financial reporting practice, arising from 


the complexity of modern business 
affairs and differences of opinion with 


regard to them. Although a valuation 
approach: has proved unacceptable, it 


could be argued that in forsaking it, 
accountants haye sacrificed relevance for 
reliability. 

A transaction-based accounting con- 
vention was weakened by the increasing 
complexity of transactions, the progress 
of inflation and the different uses to 
which financial. statements were put. 
Sooner or later, the stress caused by this . 
situation would lead to government 
intervention, ostensibly in the public, 
interest. Financial reporting could be 
improved by greater recognition of 
current values in accounts, research 
which has a pay-off, a rule-making body 
having a quasi-legislative function in the 
promulgation of accounting principles 
and an effort to educate all those in- 
volved in financial reporting in the 
reasons for respecting ‘generally accepted 
accounting principles’. It must be recog- 
nized, however, that accounting was ‘the 
art of the possible’. 


The test of profit 

Mr Gaetan Baril (Canada) examined 
the problem posed by the concept of ` 
‘profit? under the heading ‘Profit and 
Managerial Efficiency — Incompatibility 
or a Challenge? He expressed concern 
whether ‘profit’ was still the real test of 
managerial competence, since the rapid. 
and complex changes which had oc- 
curred in the social and political environ- 
ment had led managements to take many 
decisions in which financial considerations 
were not paramount. Consequently, 
a new standard of measurement was 
required and the accounting pro- 
fession should take the lead in searching 
for it. 

Accountants should consider widening 
the scope of their inquiries so as to be 
able to measure the performance. of 
management against other than purely 
financial standards and in respect of the 
‘stewardship of resources’ objective. 

Mr Louis M. Kessler (USA) presented 
a review of ‘Developments in the Estab- 
lishment of Accounting Principles and. 
Standards in the United States’ in which 
he reported on the steps taken by the 
Council of the American Institute of 
Certified Public Accountants to imple- 
ment the report of the Wheat Committee. 

The 11th Inter-American Accounting 
Conference will be held in Puerto Rico 
in 1974, and the 12th in Canada, probably 


in 1977. 
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FINANCE AND COMMERCE 





Sanderson Murray & Elder 


"HIS week in ‘Finance and Commerce’ is necessary to 

read the balance. sheets before the text. It is necessary to 
read the balance sheets in the context of the knowledge that 
Sanderson Murray & Elder (Holdings) is the holding company of 
a group of which the main activities are woolcombing, topmaking 
and processing of artificial fibres in Bradford. The accounts of 
Bowling Mills S.A. (Proprietary) have been included in the 
consolidated accounts this year. 

Professional valuations of the freehold land and buildings 
in Bradford, Newton Abbot and South Africa have been made 
and adopted in the accounts and amount to £530,660. The net 
book value of the assets before the revaluation was £585,306. 
The directors have re-appraised the plant and machinery 
and have adjusted the values of certain items, reducing the net 
book value of £360,878 to £337,050. 

There has been in the past year and the previous years con- 
siderable reappraisal, rationalization (all operations are now 
concentrated at Bradford) and restructuring. Fortunately, there 
has also been a complete reversal of previous trading trends 
with the wool price at its highest for 20 years, business good and 
apparently likely to stay that way. 

It is clear, however, that Sanderson Murray & Elder is 
carrying much financial deadweight as the subsidiaries’ valua- 
tion in particular shows and as the auditors’ report underlines. 
The reason for reading the accounts first is for the reader, one 
‘hopes, to come to the same conclusion as the board. 


Write-off 
‘The board’s decision is to propose to reconstruct and to write- 
off half the capital by reducing the £1 shares to sop and the 





issued capital thereby from £1,900,000 to £950,000. The in 
tention to pay a 7} per cent dividend on the reduced capita 
subject to the granting of Treasury approval (now necess: 
in view of the ‘freeze’) and to the capital reconstruction be 
coming effective. Be 
Aided by internal reorganization and by the improvemen 
in trading conditions, the group made a profit of £169,041 fo 
the year to June 3oth after crediting £81,000 from the provisio 
of £106,000 made in the previous year’s accounts for anticipate 
losses resulting from the contraction of the group a activities 
Mr P. Williams, ¥.c.a., the chairman, points to the major 
improvements in the stocks and liquidity positions, wit 
stocks reduced from £1,069,000 to £405,000 and bank ove 
drafts from £1,042,000 to a net balance in the group’s favour. 
On the general trading position, Mr Williams refers to th 
combined effect of very low manufacturing stocks at the beg 
ning of the period and the fear of decreasing wool suppli 
creating more buoyant conditions and improved. machin 
activity from January onwards. With UK combing capac 
further reduced, woolcombers have been able to achieve mor 
realistic margins. The general improvement, assisted by th 
company’s own reduction in fixed costs and financial charg 
has been maintained since the year end. Currently, g 
machinery activity is in prospect for some months. al 





Base stock LS 

The very fact, however, that from December 1971 to Jun 
1972 wool prices rose some 35 per cent and that within.a ye 
from October 1971 prices moved from their lowest to thet 
highest points for twenty years (since the Korean war, in fac 


SANDERSON MURRAY & ELDER (HOLDINGS) LIMITED 


CONSOLIDATED BALANCE SHEET AS AT 30th JUNE, 1972 


1971 (Note 2) 
D D £ 


issued Share Capital 
















1,900,000 of Sanderson Murray & Elder (Holdings) Limited 4,900,000 
Group Reserves 
(76,341) Net Deficit (Note 3) (578,106) 
-384 Foreign exchange conversion surplus 11,646 
(381,882) Profit of the year retained (1971—Loss) 68,950 
1,448,191 4,402,490 
21,000 Taxation Equalisation Reserve (Note 4) 30,000 
24,786 Interest of outside shareholders in Subsidiary 24,786 
Current Liabilities and Provisions 
106,000| — Provision (Note 8) 25,000 
200,432 Creditors and Accrued Charges 315,490 
1,042,408 Bank Overdraft ... : Gei 9,422 
H Proposed Dividend (Note 11) 71,250 
4,348,340 421,162 
£2,842,517 £1, 878,438 





shinee S 








1971 (Note 2) 
£ £ D 











1,067,514 Fixed Assets (Note 7) 867,710. 
Investments 
| 283,489, Quoted at Cost ... Sie is vs — 283,489 
| {market value £279,027—1971 £255,447) 
1,597| Unquoted, at Cost a See St Sé 1,639 
{Directors' valuation £880—1971 £1,189) 
285,086 285,128 
Current Assets 
1,069,470 Stocks (Note 9} ... 405,594 
Less: Reserve 42,514 
393,083 
Debtors and Payments in Advance 279,784 
U.K. Taxation recoverable 4,992 
Bills Receivable ... E 2,229 
Bank Balances and Cash... 48,512 
1,489,997 | f 725,600. 
The Notes on pages [801 and 802] form part of these Accounts 
P, WILLIAMS H 
> Directors 
J, A. DEAN 
£2,842,517 1878498. 








makes clear the need for extreme 5 professional judgement of 
_the market and conservative accounting. The year’s profit is 
struck after transferring £12,511 to a new stock reserve and this 
follows the decision to adopt the base stock principle whereby 
a fixed weight of stock is brought into accounts at a price less 
than current cost or market price. 

This quantity of stock, the chairman explains, is, in fact, 

less than the minimum quantity of stock which must at all times 
be carried by the company in order to clothe its machinery and 
provide a service to customers. Adoption of the base stock 
principle, however, should be helpful in ironing out some of the 
luctuations in wool prices and stock values and providing some 
degree of stability to the future profit record. Basically, the 
‘system provides a buffer against the impact that widely varying 
“wool prices have on trading profits. 
Quickly moving prices also tend to detract from the progress 
made by wool in the clothing field and Mr Williams puts a 
rmly held view of the wool textile industry when he says that 
the violence of recent price movements may affect the con- 
dence of manufacturers able to choose from a wider range of 
aw materials’. 





















ndependent 


‘The Sanderson Murray & Elder board’s view is that all aspects 
of the planned reorganization of productive capacity and 
eduction of working stocks and overhead costs have now been 
ompleted. At Newton Abbot, letting of released property has 
developed well according to plan’ but there are still some self- 
ontained sections of the premises available. In South Africa, 
owever, some difficulty has been experienced in effecting 
'isfactory leases because of unfavourable economic con- 
ions, but the chairman comments ‘we consider it prudent to 
ait an improvement. before changing our present policy’ — 

hich means, presumably, that the company will get the rent 
wants if it holds out long enough. Since the year-end, a small 
it of the synthetic fibre converting plant has been lost by 
but temporary arrangements have enabled maintenance of 





production and steps are bene taken to tepla the capacity 
reinstated out of the insurance claim. 

So. comes, it is hoped, the final reorganization touch ~ 
the writing down of the interests in subsidiaries from £1,804,883 
to the now realistic £1,117,194, representing a loss of capital 
of £687,689, or 36p a share. On the 50 pér cent reduction in 
capital becoming effective, the writing down of £687,689 will 
be achieved by the application. of £39,669 of existing reserves 
and £648,020 of the amount arising on the reduction, with the 
remaining £301,980 arising on the reduction carried to a non- 
distributable capital reserve. 


Fodens’ Long-term Plan 


WO members of the Foden family, Mr William Foden 

and Mr David Foden, took over.as joint managing directors 
of Fodens Ltd, the commercial vehicle specialists, at the 
beginning of the current financial year on April 1st. They took 
over as the chairman, Mr Albert Stubbs points out, at a time 
when the company was just emerging from a period of recession. 
He adds that ‘for a year and more a long-term plan has been. 
in the course of preparation’ and it has been däscussed at all 
levels within the company during preparation and. was finally 
adopted by the board early in April this. year. 

The plan calls for increased production and. provides in- 
creased profits and cash flow. It is also the company’s policy 
‘to market top quality products and continually review the 
design of these products so that they may be acceptable in a 
highly competitive market’. Another part of the plan calls for 
‘urgent action’ to dispose of those sections of the business ‘not 
in unison with the plan’. e 

Mr Stubbs adds that ‘efforts will be made to contain the | 
level of working capital against the inroads of inflation and ` 
regard will be had for safeguarding the liquidity position’. 
Apparently the plan is already working, since Mr Stubbs: 
states that the results since April rst, 1972, could not have 
been achieved but for the action taken to reduce overheads. 




















£ D 
Share Capital 
Authorised: 
2,000,000 Shares of £1 each . 2,000,000 
Issued and Fully Paid: 
1,900,000 Shares of £1 each 1,900,000 
Reserves 
At fst July, 1971 101,091 
Profit of the year retained 15,219 
101,097 116,310 
=. 2,001,091 2,016,310 
; Current Liabilities 
Creditors and Accrued Charges 3,455 
Proposed Dividend (Note 11) 71,250 
74,705 
£2,001 683 £2,091 015 








SANDERSON MURRAY & ELDER (HOLDINGS) LIMITED 


COMPANY BALANCE SHEET AS AT 30th JUNE 1972 


1971 

£ D D 
interests in Subsidiary Companies 
{Notes 1 and 2) 














Shares at Cost fess amounts written off +. 1,046,944 
Amount due from Subsidiary Company 687,689 
Proposed Dividend from Subsidiary Company 71,250 
1,805,883 
Less: Amount due to Subsidiary Company. ... 1,000 
1,716,606 1,804,883 
Investment 
283,489 Quoted, at cost ... 283,489 
{market value £279, 027—197 1 £255, aen 
Current Assets 
989 Taxation Recoverable. `... ve dp 1,992 
599 Bank Balante ass ee So nee 651 
4,588 2,643 
The Notes on pages [801 and 802} form part of these Accounts 
P. WILLIAMS 
Directors 
J. A. DEAN 
£2, 001 683 £2,091,015 
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December 21st, 1972 


City Notes 


the stock-market traditionally looks forward rather than. bacl 


ANING on the one hand castigated industry for not being 

ready to’ ‘go into Europe’, the Government on the other 
has acknowledged that its own policies have failed to prepare the 
United Kingdom economy as a whole for entry on the terms 
originally agreed ~ a fixed parity for sterling. 

Whatever shortcomings the Government may see in industry’s 
unpreparedness, the Government, it. may be readily assumed, 
sees nothing whatever:amiss in its own. And yet any organization 
that means anything in British industry is not only ready to ‘go 
into Europe’ but has been there operating and trading for years. 

Entry into Europe will come far less critically for industry 
than it will for Government. It will come far less-critically for 
the City as well, where Common Market policies and plans are 
made and laid if they are not working already. 

The ‘float into Europe! arranged by the Government is 
presented in the habitual political double-talk as an achievement 
of no small order, since it is said to please Continental treasuries 
who would prefer (on British entry) a pound still to find its own 
level than a pound at an artificial level and therefore potentially 
weak, 

So virtue is made out of necessity and the Government having 
failed in its own Common Market preparations chides industry 
for not, in Government consideration, having achieved 100 per 
cent preparedness. 


a * * * 


HERE has been little stock-market reaction to the con- 
firmation of the foregone conclusion that sterling would 
have to remain afloat. There was some bear covering in the 
foreign exchange market but the stock-market barely acknowl- 
edged the Chancellor's statement. That is as it should be since 


RATES AND PRICES 


Closing Prices, Monday, December 18th, 1972 


Bank of England Minimum Lending Rate — Dec, 15th, 1972. 8% 


Treasury Bills 


Oct. 13 .. £6:6890% Nov. 17 .. £68558% 

Oct. 20 ». £67135% Nov. 24 «. £69346% 

Oct. 27 .. £6:8930% Dec. 1 , £71490% 

Nov. 3 .. £68838% Dec. 8 -» £7°4742% 

Nov. 10 . £68838% Dec. 15 - £74318% 

: Money Rates 

Day to day .. 64-7 % Bank Bills 

9 days du 7 -74% 2 months -78-74% 

Fine Trade Bills 3 months - 77% 
3 months .. 8 -9% 4 months 74-74% 
4 months .. 84-94% 6 months 73-75% 
6 months . . 84-94% 


Three Months’ Rates 


Local authority deposits 84 83 
Local authority bonds 7% -84 
Sterling deposit certificates HÄR A 
Euro-sterling deposits 9} -oł 
Euro-dollar deposits .. 54-6} 


The forward look is towards Phase Two, which means th 
pattern of policy after the end of the go days’ freeze. On th 
subject the Government has to reach a working and workab. 
agreement with the trade unions and the CBI, with the agree- 
ment including the re-formation of the Prices and Incomes 
Board. The Government having dismissed the original beard 
as useless, futile and unsuited to what was once called the 
‘market economy’ is expected now not only to turn tail but to 
turn tail twice by setting up two separate boards, one for prices 
and the other for incomes. i 


HERE may not be enough of them yet to constitute a trend 

but there are more bids and mergers in heavy industry no 
than there have been for some considerable time. Simo 
Engineering/Davy Ashmore and Dunford & Elliott/Thos Firt 
& John Brown are the two most interesting developments an 
can be taken as indicating a view that, with the heavier end 
industry likely to pick up, this must be the time to acqu 
companies. Dunford & Elliott, with its former mercha 
banking control, has done its fair share of rationalizing in. 
Sheffield area but professes that rationalization is not necessa 
the object of the latest operation. As for the Simon/D 
Ashmore affair, there is the familiar contested bid situation 
one side (Simon) seeing all kinds of untold benefits stemm 
from a merger, while the other side (Davy) not only sees ni 
benefits but sees no rhyme or reason in a merger at all, When 
there seems no reason for a merger there has to be a take-ov 
to prove that there is one. 


Finance House Base Rate - December 1st, 1972. 8% 
Retail Price Index (16.1.62==100) 169°3, 17.11.72 (from 167°7). i 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer). 


Foreign Exchanges 
New York 23527 Frankfurt 
Montreal 2°3446 Milan 
Amsterdam 7:6075 Oslo 
Brussels 10380 Paris 
Copenhagen 16°0950 Zürich 
Gilt-edged 
Consols 4% 42ł Treasury 9% 1994 


Consols 24% 25ł Treasury 84% 84-86 .. 
Conversion 34% 36ł ‘Treasury 84% 87-90 -- 
Conversion 54% 1974 96% Treasury 64% 1976. .. 
Funding 34% 99-04 43% Treasury 34% 77780... 
Funding 54% 78-80 83 Treasury 34% 79-81. + 
Funding 54% 82-84 794 Treasury 5% 86-89. .: 
Funding 54% 87-91 95 Treasury 54% o8-r2 < í 
Funding 6% 1993 72% Treasury ée 
Funding 64% 85-87 CTS Victory 4% += - 
Savings 3% 65-75 89 War Loan 34% 
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BULLS AND BEARS 





Continuing Better 


HE market has been brighter of late. Since the previous 
` F article (December 7th issue), the Financial Times Govern- 
“ment Security Index has merely risen from 71-40 to 72-00, but 
the FT Industrial Ordinary Share Index has improved from 
g05‘80 to 513°50. The leaders enjoyed a little more investment 
-interest while second line issues improved on the count of both 
‘trading news and bid situations, actual and rumoured 

©: The financial sector has been active with the big banks rising in 
“anticipation of good results next month and merchant banks 
surging ahead on bid speculation. Sentiment has been helped 
by the encouraging tenor of the Bank of England’s December 
-Quarterly Bulletin which indicates that interest rates may now 
be on a plateau and that the future trend may be downwards. 
-IF so, it could soon be the turn of insurance shares to move up, 
as their performance is closely geared to that of gilt-edged. 

- Below is our current selection of corporation loans and fixed 
nterest stocks: 


Corporation Loans 


1972 
Price Yield High Low 
` Birmingham 8 per cent 1979-81 93 8-6 104 93 


— Greater London 63 per cent 1990— 
92 is zs 75 9-0 89 74 


“Greater London 93 per cent 1980— 
82 es D 


d 9-5 
< Camden 9 per cent 1978-80 .. 97 


9-2 


113 
109 


100 
101 


Fixed Interest Stocks (Industrial, Commercial) 

Allied Breweries 63 per cent De- ` 

">o benture 1987-92 E vs 69 9-0 83 67 
_-Hambros 7 per cent Loan 1986 .. 77 9-1 87 75 
Scottish and Newcastle Breweries 


» 7% per cent Debenture 1989-94 78 9-2 92 78 
Barclays Bank International 74 
9-5 94 78 


per cent Loan 1986-91 SN 80 


Ordinary shares 
Recent events in the equity market again confirm our overall 
` view that, bids and special situations apart, even a good per- 
formance at half-time has little short-term effect on share 
prices, since the real move forward takes place nearer the date of 
-the annual results. There are, however, exceptions where the 
"|. prospects at half-time are outstandingly attractive and have not 
_ "been discounted already. This appears to be the case with 
Johnson. Matthey ordinary shares which were selected in The 
“Accountant for December 7th and have since risen from 393p to 
425p. In the absence of unforeseen circumstances they seem 
destined to go quite a bit higher. 
Another good performer of late has been Kleinwort 
Benson, the merchant bankers, recommended on October 26th 
at 150p, and now 192p after zoop. 








Below is our current selection of ordinary shares: 


: P/E 1972 
Price. Yield» Ratio High Low 
Sun Life 5p shares 200 2-0 — 212 155 
Legal and General 5p 
shares D a 214 2:0 _ 218 163 
British Home Stores 25p 
shares e D 343 2:5 28:3 792 60 
Associated Biscuits 20p 
shares : see 121 2:8 23-8 131 60 
Sun Life 


This company, not to be confused with Sun Life of Canada, is 

the leading British life assurance company, and an outstandingly 

good investment. In 1971 the share price more than doubled; in 

1972, in common with other life companies, the share price 

reflected the dullness of gilt-edged. However, now that interest 

rates are thought by the Bank of England to have reached a. 
plateau and to be descending downwards, it seems likely that. 
more interest will develop in the leading life companies. In 1971 

sums insured by this company increased by {66 million to £330 
million, while annual premium income increased by 30 per cent. 

For the two years to December 31st, 1971, the valuation surplus 

of £244 million was not far short of that for the previous:three 

years and the prospects are very bright. 


Legal and General Assurance 


This is another outstandingly good investment in the life 
assurance business, For 1971 there was a nearly treble transfer. 
to the profit and loss account and the dividend was raised. For 
the first half of the current year, new premiums on the pension 
side moved up from {7-4 million to {12-8 million, making a 
total of £17-:2 million for the life side in the first half of 1972, 
compared with {10-7 million in the corresponding period of 
1971. It certainly seems that the prospects of this company have 
never been brighter and that purchase of the shares should pay 
off sooner or later, possibly about the spring of 1973. 


British Home Stores 


In recent years this company has done exceptionally well for 
its shareholders, and there is every prospect of its continuing to 
do so. Between the years 1968 and 1972, turnover increased from ` 
£467 million to £82-9 million, pre-tax profits from £385 
million to £9-46 million, earnings on the ordinary shares from 
20°7 per cent to 46-4 per cent and the dividends from 18-2 per 
cent to 34:0 per cent. Moreover, in the same period, earnings 
on assets increased from 1671 per cent to 27:6 per cent and this 
has been achieved without any increase in the next number of 
stores operated in the last four years. For the first half of the 
current year, pre-tax profits were 48-6 per cent higher at £4:15 
million. For the current year, two new stores and five extensions 
are planned and prospects are excellent. 


Associated Biscuits 


The biscuit trade has been doing extremely well recently and is 
currently enjoying boom conditions.. This company is no 
exception. For the year ended December 31st, 1971, turnover 
increased from {53-7 million to £589 million, pre-tax 
profit from {2-1 million to £2-95 million, earnings from 17-3 
per cent to 38-4 per cent, and the dividend from 14 per cent.to 
20 per cent. In the current year, pre-tax profits for the 36 
weeks to September. roth, 1972, improved from £693,000 to 
£1-81 million, and a year-end figure of £4 million should not 
over-reach the group. 


December 21st, 1972 





A big bonus for your 
self-employed clients! 


- Time Assurance double the vesting bonus on their 
Personal Pension Bonds. 





Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 
Asa result of the latest actuarial valuation, the 
` vesting bonus is increased from £1 % per annum to 
< £2% per annum of the basic pension. This means that 
‘in projecting the estimated total pension at pension 
age we can now add a total of 5% to the basic pension 
for each year up to pension age (interim bonus of 3% 
: per annum plus vesting bonus of 2% per annum). The 
interim bonus also continues to be added after the 
_ pension has commenced. 







Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2% per annum. 








| Increasing annually 


by interim-bonus Cash option at 





























184 


Hf you select age 65 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and § show 
Ad. the effect of bonus additions after your pension has commenced. The figures in 
: the final 2 columns show the tax-free lump sum and revised commencing pension 

at present rates, if you choose to commute part of your normal pension for cash. 










































Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service. 












Pension at 65 — to SE a pension age Send the coupon below for complete agency 
t S BR 
et ee details and a full set of rates for men and women at 
a e 
Guaranteed| Pension at Tax-Free ce ag all ages. 
Age next ek 65 with | Atage 70 | Atage 75 Cash Sum | Pension CS ee o. 
birthday ension | estimated at age 65 
an bonus : TO: TIME ASSURANCE SOCIETY 
[se È D £ D £ l J 
ma | 1325 am oasa | aT am gu | 56 Moorgate, London, EC2. Tel. 01-628 7546/7. 
6 1 e Ga 
aa ie ia ee en ge ee e | Manchester Office : 12A Piccadilly, Manchester 1. 
35 585 1494 1581 1669 3327 1109 Telephone: 061-624 7299/061-624 9955. 
co] oao | ee [ape | ims | 2s | em l Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-2257799 
o 410 922 984 1045 2055 684 cotti : i ‘gh 2. Tel: 031-2 = 
i ët a ot a ni S | Please register me/us as Agent(s) of Time Assurance Society, 
44 338 710 760 DU 1582 §27 1 and send a supply of Pension Bond literature, 
AS 315 647 695 742 1442 el i 
46 BI 588 833 877 1311 43 TAIDEC 
47 273 533 574 616 1189 396 AIDEC 21 
48 253 482 520 558 1074 368 l NAME 
49 236 AX AgS 504 6! 2 eege edd EECH 
50 216 388 421 453 366 288 i BLOCK CAPITALS; PLEASE 
198 J ADDRESS E m 
JÀ DATE ESTABLISHED... vinnie scl Senet ht 
Ayl 
WIE NAME OF BANKERS en ethene ae Z 
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Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and — without any 
form-filling ~ study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 
More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. — up to £5,000; Overseas ~ up to 
£10,000, 

Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+-. 

Temporary Staff: M. Farrer, 01-628 0391, 

Terms are better than is usual for temporary assignments. 
EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me now and 


I shall let you know within the hour. 
R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


47 Finsbury Court, Finsbury Pavement, London ECZA 1HT 





























































LEWIS, COATES & LUCAS LTD 


LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 
Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


inclusive 


38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 











Knight 
Frank & 
Rutley 


Auctioneers and Surveyors 


Valuers of Industrial Properties 


Plant and Machinery 
Fire Loss Assessors. 


20 Hanover Square, London wir oan Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 app Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 
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THE unit trust which has always disproved 
the saying that one should never buy 
units in a large unit trust is Save and 
Prosper’s Investment Trust Units — by 
far the largest unit trust in the country. 
For some months, the investment trust 
market has been depressed, to a great 
extent due to the large volume of new 
issues in this sector, with a consequent 
widening of the discount between the 
share price and asset values of trusts. 

Now, however, the managers feel that 
the factors which have been adversely 
affecting the performance of the trust 
have run their course. In particular, the 
US stock market, which for some time 
has slowed the performance of many unit 
trusts, appears at last to have recovered 
its confidence and seems set for a period 
of growth. 

Save and Prosper have been pointing 
out to trustees of existing settlements 
how bonds can be a useful form of 
investment to meet the aims of a trust 
with a minimum tax liability. Neverthe- 
less, the point is made that the trustees 
must have adequate powers to effect 
bonds and to prevent any payments from 
a bond, particularly if made on a regular 
basis, being treated as income in the 
hands of the beneficiary. 

Although the Finance Act 1969 imposed 
an estate duty liability on the trust funds 
of a discretionary trust where there are 
income benefits accruing to beneficiaries, 
Save and Prosper have made the point 
that. capital distributions from the trust 
do not give rise to estate duty (except in 
so far as they form part of the bene- 
ficiary’s free estate on his death). There 
is, therefore, still much scope for the use 
of discretionary trusts in estate planning, 
and Save and Prosper feel that bonds can 
be an attractive form of investment for 
such a trust. A bond, for instance, has 
the attraction of being a capital asset 
which does not generate any distributable 
income. It is suggested that ample 
powers should be incorporated in trust 
deeds so as to enable the trustees to 
effect non-income producing assets such 
as bonds. 


Kä * Ki Kä 


GENERALLY speaking, it is best for a man 
to borrow funds to buy a house even 
though he may be in a position to pay 
cash. This is because it should be to his 
advantage to invest the cash elsewhere. 
In the same way, if a house purchase 
loan has been repaid in whole or in 
part, it can be advantageous to borrow 
against the security of the house and to 
invest this capital sum. 

Since the re-introduction of tax relief 
for loans of this type (apart from the 
first £35 each year), one of the draw- 
backs has been that, since building 


societies seldom are prepared to lend in 
this way, rates of interest charged have 
been on the high side. Now, however, 
the Insurance Advice Centre at Maiden- 
head has a special quota of funds from 
the Guardian Royal Exchange specifically 
for this purpose. 

The rate of interest charged depends 
on the type of endowment policy taken 
out to repay the loan. It is 8-75 per cent 
for a non-profit policy, 9°25 per cent 
for a with-profit policy, and 9-50 per 
cent for a unit-linked policy. It is likely 
that unit-linked policies will prove 
attractive for this purpose in view of the 
comparatively low monthly outlay and the 
profit potential. 

The mechanics of the scheme are that 
a loan will be provided for up to 75 
per cent of the current value of the 
house, subject to this not exceeding 
two and a half times the owner’s earn- 
ings. Part of the loan is used to repay any 
existing house purchase loan, and the 
remainder can be invested in a single 
premium property bond for long-term 
capital appreciation. 


* * * * 


THE latest report from the managers of 
the M. & G. Pension Exempt Fund 
points out that there has been an increase 
in the distribution of income (which is 
re-invested) every year since the Fund 
was formed in July 1957. Those who 
bought units at the equivalent of 25p 
at that time now receive a gross return 
of 16-8 per cent on their original invest- 
ment. It is expected that a final distri- 
bution of about 150p per roo units will 
be paid in May. 


* * Ka * 


GUARANTEED INCOME BONDS are more 
popular with life offices than guaranteed 
growth bonds since the former are 
virtually ‘self-balancing’ from the tax 
aspect. As a result, they are not with- 
drawn after a week or so — as has hap- 
pened with some issues of growth bonds. 

One of the latest is from the Ulster 
Scottish Assurance Group. Payments 
are made half-yearly, with yields, after 
deduction of standard rate tax, ranging 
from 7-1 per cent per annum (for a man 
aged 30 when the bond is bought) to 
7°5 per cent (for a 70-year-old). The full 
purchase price is returned at death or on 
survival to the end of the ten-year term. 

In this event, surtax payers will be 
liable to surtax in respect of the gain on 
the ‘growth bond’ element. Although an 
income for life could be taken, the capital 
element would be based on the original 
purchase price of the ‘growth bond’ 
element, and not the cash option. 

A number of companies have ‘topping- 
up’ schemes for private house mortgages, 

















































although they do little to publicize the: 
Lifeguard Assurance, for instance, has 
quite a good scheme. Although its rate 
of interest (oi per cent per annum, 
fixed, for the duration of the loan) is on 
the high side, the company does not- 
stipulate that a non-profit policy must be 
arranged. The rates of premium are not 
loaded, and there is no indemnity 
guarantee premium or penalty charge on 
redemption. oe 

The company is flexible on income and 
status requirements, particularly in re: 
lation to the self-employed, and a wife's’ 
income can be taken into account. 








Ki * KL * 


THERE is no shortage of leaflets from 
insurance companies on the subject o 
estate duty and life assurance. One 
which stands out from most of Oe: 
others has recently been published by 
the London Life Association Ltd, whi 
is one of the few life offices not to pay 
commission for the introduction of 
business. The leaflet is in the form of. 
folder giving a general outline, and 
there are five different inserts which can 
be combined with it, dealing with, i 
more detail but non-technically, gift 
exempt from estate duty, annuities, thi 
reduction of premium policy, whol 
life and immediate annuity arrangements 
and provision for paying estate duty. 


ce 


* * * Kä 


SLATER, WALKER INSURANCE CO has in= 
troduced an increasing income bond, so. 
as to provide a guaranteed annual 
income (net of tax at 30 per cent) which 
rises annually from 6-4 per cent to 10. 
per cent over ten years, with a full return: 
of the original purchase price at the end. 
of the term. This bond is unlikely to be 
on offer for long since, for technical. 
reasons, in connection with the taxation 
of the company’s annuity fund, only a 
limited amount of money can be ac- 
cepted. 


* Ki Ki * 


MANY life offices with policies linked to 
unit trusts are reducing the deductio 
made from the value of the units in con- 
nection with capital gains tax, in view 
of the tax changes which have take 
place. British Life Reliance, for in- 
stance, has reduced its deduction from 
20 per cent to 10 per cent. This, therefore, 
can be attractive for a surtax payer who, 
if he bought units outright, could pay a 
maximum of 15 per cent in capital gains 
tax. Apart from that, he has the statutory 
relief of income tax on the premiums, 
and income which is reinvested (or 
allowed for in the calculations) suffers tax 
at a much lower rate than his personal rate. 
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Inflation — Its Cause and Cure 


Sir, — How welcome ~ from Lancaster University — Professor 
J. R. Perrin’s letter in your December 14th issue: moderate, 
persuasive, and remarkably frank in its admission that the 
ultimate aim of the replacement-costers is not merely the 
reduction of company tax — but its elimination! 

. Such forthrightness is unlikely to commend itself either to 
Mr Anthony Barber, or Sir Ronald Leach. Mr Barber’s vaunted 
“tax-slashing’ — £100 million off company tax and yet another 
£1 billion on personal taxes—is in line with Sir Ronald’s 
insistence that inflation erodes profits. 

My over-simplification, to which Professor Perrin refers, was 
deliberate: I was checking guesstimates and their relevance to 
arguments made at some length in my four 1971 articles, wherein 
I was at pains to support my views with tables extracted 
(mainly) from the Blue Books. 

Whence — and by whom ~ was derived the data for the 
professor’s astounding assertion that ‘during the period 1952~71 
Det company income before tax and allowances contracted to 
about one-half of its 1952 share in total national income’? 
Companies’ ‘total income’ (Table 26) represented: 1952, 
23'2 per cent GNP; 1971, 22°3 per cent; while if interest be 
deducted in arriving at ‘net income’, the relevant ratios were: 
1952, 21°6 per cent GNP; 1971, 18-5 per cent. But the increased 
interest merely reflects ‘a progressive switch of company finance, 
from equities to loans, thus exacerbating the off-loading — from 
‘companies to persons ~ of the increasingly onerous tax burden’. 
(‘To Love, and to be Wise’, April 1st, 1971 issue). Moreover, 
examination of the accounts published in 1971 by the ‘F730’ 
reveals that their aggregate ‘true profits’ exceeded their pub- 
lished profits by more than so per cent! 
` The substratum of the professor’s letter is a sad testimony 
to the huge success of the ‘cut company tax’ lobby — the FBI- 
CBI~Neddy-Treasury-ASSC 20-year propaganda campaign 
as to the plight of the ‘nouveaux-pauvres’, so impoverished and 
inefficient, that their survival depends on ever-increasing tax- 
subsidies. It must have given many a good belly-laugh to Messrs 
_ Jack Callard, Eric Drake, John Partridge, Jim Slater, Arnold 
Weinstock and milords Kearton and Stokes! 

_. Surprisingly, is the professor’s failure ‘to see any reason for 

(my) apparent regret at the shift of the tax burden from com- 
panies to persons’. My views express no personal predeliction; 
they are my humble attempts to interpret the principles adduced 
by Adam Smith, the ‘Tucker’ Committee (1951), the Royal 
Commission (1955), the 1971 Green Paper and the Select 
Committee on Corporation Tax; and — despite the tergiversa- 
tions of the ASSC -the Recommendations, to date, of the 
Council of my Institute! 


My critique of the lobby pertains to its: 


Dishonesty: pleas for tax concessions disguised as accounting 
controversy ; , 


Inequity: shifting some {£10 billion of its fair-share of taxes 
to the working population (Adam Smith’s immortal 
‘fand’) particularly onerous on the lower-paid; 


Disruption: alike, of the economy, price-levels and the 
stability of the £. 


That I have never been opposed, in principle, to the relevant 
use of current value is evident in the specimen ‘supplementary 
data’ (c. 1957) appended to ‘Inflation and Accounts’ (December 
and, 1971 issue), while your readers are familiar with my 
advocacy of free depreciation. Indeed, in ‘Why Not Free 
Depreciation’ (July 2nd, 1966 issue) — part of my opposition to 
George Brown’s egregious ‘investment incentives’ ~ I defined 
its logic: ‘it is not sensible to seek to tax profits already ex- 
pended on industrial capital formation, nor to reduce the State 
share of one year’s GNP, by reference to the capital formation of 
earlier years’. 

That is why I deem it disgusting — and economically. disas- 
trous ~ so to blow-up company capital allowances that, in 1971, 
they were inflated to one and a half times free depreciation; 
two and a half times current-value; four times cost. Moreover, 
the ‘gravy trains’ of 1972 are even more gargantuan! 

None enjoys knockabout dialectics more than I; but the issues 
are too grave for me to dilate on the difficulties of driving a nail 
other than by hitting halt -the upper half—on the head. 
Setting aside the scholasticism of the replacement-coster, 
Professor Perrin’s letter indicates -to me—geniune, albeit 
frustrated, philomathy. Accordingly, I would be willing to 
collaborate with him, and his department, in an exploratory 
‘If I were Chancellor ...’, should he so desire. Indeed, my 
letter (in the same issue) refers to several of my fiscal ideas, 
belatedly adopted by Mr Barber, if only in eviscerated form. 

‘All our hopes for the future will be but dust in our mouths, 
if we do not repel the assault on the value of our money’ - 
Anthony Barber, March 1971. I have a plan: it needs more 
detailed investigation. Is Professor Perrin ~ and his Department 
— prepared to help? 

Yours faithfully, 
JACK CLAYTON. F.c.a. 


Cheam, Surrey. 


VAT and Inflation 


Sir, — If we can put ourselves into a sufficiently philosophical 
state of mind, there is one inestimable benefit which we can all 
derive from the Alice-in-Wonderland situation which is going 
to overtake us on April Fool’s Day: the day on which the 
Government is determined, despite the warnings of Sutton 
and Cheam and Uxbridge, to introduce VAT. 

The benefit is that, at long last, VAT will reveal to everybody 
the stupid and nonsensical but incredibly dangerous effects of 
any indirect tax. Already the examples are legion of side-effects 
which nobody has foreseen. The French ‘counter-inflationary’ 
package, which includes a big VAT cut, is a nice touch in the 
argument that indirect tax is not a direct cause of inflation. 

Of course, indirect taxes cause prices to rise. But what is often 
forgotten is that an indirect tax is also a concealed tax — govern- 
ment is able not only to conceal from the nation at large how 
much its policies are costing. but also to conceal from the 
individual how much he or she is contributing to those costs. If 
government admitted that all indirect taxes were bad taxes and 
should be abolished, they would have to come out into the open 
about the fantastic costs of state intervention in our affairs. 

Economic Trends No 228 (October 1972) gives some figures for 
the first two quarters. of this current year, and it is not sur- 
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prising to see that total taxation for the year is probably going 
to exceed last year by another cool {£1,000 millions — and last 
year the government collected and spent, £20,000 millions of the 
taxpayers’ money. This year, government expenditure on 
current account, unless present trends are reversed, is going to 
exceed this mighty sum. Debt interest is going to take another 
£2,500 millions, not to mention the capital needs of the public 
corporations, local authorities and central government itself at, 
say, another £5,500 millions. The juggernaut is really under way! 

In France, the normal rate of VAT is 23 per cent — it is being 
reduced to 20 per cent in the new proposals. How long will 
it be before the normal rate in the UK is 25 per cent? That 
extra £8,000 millions government seems to require has got to 
“be found somehow. 


And there’s the rub. If 15 per cent of the national inco 
required every year for the wages and salaries of the armed 
forces, police, teachers, nurses and civil servants ~ not to men 
tion the running costs of schools, prisons, the health service a 
so on, which needs another 8 per cent — how can the costs be 
brought down? In the Treasury's Economic Progress Report No 31 
(September 1972) they state, apparently quite complacently, 
that ‘the total of public expenditure is equivalent to about half 
of the gross national product’. Phew! Well, a out of 10 per cent 
across the board would save about £5,000 millions in taxatior 
and that would still leave government with 4o per cent of t 
GNP. Isn’t that enough? : 

Yours faithfully, 


Northwood, Middlesex. D A. TRIGWELL 
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Pegler v. Abell 


In the High Court of Justice (Chancery Division) — 
November 14th, 1972 


(Before Mr Justice Gorr) 


Income tax — Earned income — Partner — Special power to retire — 
At specified dates on notice — Subsequent agreement as to retirement 
— Different retirement date ~ Different retirement allowance ~ 
Partnership deed otheruwtse applicable - Income Tax Act 1952, 
sections 211, 525 (1). 


The taxpayer, a chartered accountant, was a member of a firm 
governed by a partnership deed dated October 31st, 1966. Its 
retirement provisions enabled the taxpayer, as distinct from 
the other partners, to retire on any April 30th or October 31st 
before he was 60 by giving six months’ notice, and he was to 
receive a retirement allowance (less income tax) equivalent to 
3 per cent of the profits of the business. There was also to be an 
annual amount payable to his widow of two-thirds of the 
retirement allowance that he would have received. This amount 
was to be payable for the balance of a period of ten years or for 
the remainder of his widow’s life, whichever should be the 
shorter. Së 
The taxpayer met with a serious motor car accident, and it 
became necessary for him to retire from the firm; and by a 
letter of January 26th, 1967, he agreed with the other partners 
on a number of amendments of the partnership deed. He was 
to retire with effect from January 31st, 1967, and was to be 
entitled to a retirement allowance in accordance with the 
` deed, but the rate was to be different. From the date of retire- 
ment to the end of the half-year in which his 6oth birthday 
occurred the rate was to be 5 per cent of the net profits calculated 
as the deed. provided, and from the end of that half-year 2 per 
cent. His widow was to have a pension at the rate of 2 per cent 


of the net profits for ten years or for her life, whichever should 
be the shorter. Should he remain or become a director after h 
retirement, he was to be entitled to retain all the fees. Th 
partnership deed was to apply except as expressly varied by th 
letter. E 

The taxpayer duly retired pursuant to these arrangement 
In 1967-68 he was paid £5,158, the amount (under deduct 
of tax) so provided. He claimed earned allowance thereon. ` 

It was contended for the taxpayer that the £5,158 was with 
Schedule D and was ‘income . . . immediately derived by tt 
individual from the carrying on or exercise. by him of his . . 
profession or vocation . . . as a partner personally acting.’ P 
the Revenue it was contended (a) that the source of the £5, 
was not the taxpayer’s earnings, but the earnings of a ne’ 
partnership; (b) that it was not exclusively remuneration ear: 
by the taxpayer’s past service, but a return for his own obli 
tions under the agreement of January 26th, 1967. The Gen 
Commissioners decided in favour of the Revenue. 


Held: the General Commissioners’ decision was correct, — 


Knight v. Parry 


In the High Court of Justice (Chancery Division) ~ 
November 16th, 1972 


(Before Mr Justice Gorr) 


Income tax — Solicitor — Defending action for soliciting anotl 3 
solicitor’s clients — Action dismissed, but breach of contract found 
Damages and costs — Whether cost deductible. i 


The taxpayer had been employed as an assistant solicitor, and 
he made an agreement with one of his principal’s clients that 
upon his leaving his employment and setting up in practice o 
his own, the client would instruct him as his solicitor. Th 
principal alleged that the taxpayer had solicited the client, anc 
had thereby committed unprofessional conduct, and the prin 
cipal reported him to the Law Society. Before they proceeded ti 
consider the matter themselves, the Law Society suggested tha 
the principal should bring a civil action in the Courts against thi 
taxpayer. This the principal did; the taxpayer defended th 
action and satisfied the Judge that he had not solicited the client 
But the Judge found that he had been in breach of his duty o 
good faith under his employment contract, and awarded th 
principal a sum of damages and costs. 

The taxpayer claimed to deduct those costs and his own co 
of defending the action. The General Commissioners decid 
in his favour. : 





Held: neither of the amounts of costs was deductible. 










































T is time that British businessmen 
‘stopped moaning in Britain and started 
foaming in Europe, according to Mr 
Peter Walker, Secretary of State for 
Trade and Industry. Speaking at last 
week’s conference, sponsored by the 
Financial Times, on ‘British Industry in 
Europe’, Mr Walker said that he would 
like to see trade union officials, and 
mayors and councillors of those towns 
whose prosperity depended on success 
in Europe, asking company manage- 
ments searching questions about what 
they were doing to prepare for Europe. 

Mr Michael Clapham, President of 
the Confederation of British Industry, 
claimed that the CBI had been the first 
major body to recognize the economic, as 
istinct from political, arguments, for 
ritish membership of the EEC. Consul- 
‘tation with the CBI membership during 
he 1960s had revealed progressively 
nereasing support for the principle of 
British membership of Europe; the 
dismal plod’ of the UK economy over 
‘the last 15 years, at an average annual 
rowth rate of 2-7 per cent, contrasted 
with the 5 per cent ‘confident quick-step’ 
of EEC. Whilst it was impossible to 
establish any direct causal connection, 
examination of the CBI’s evidence tended 
to the conclusion that the six members of 
he present EEC owed much of their 
dynamism over the past decade to the 
creation of the Community. 


Policy and prospects 

Britain required many things if she was 
to establish a period of sustained and 
prolonged growth, according to Mr Derek 
Ezra, M.B.E., chairman of the National 
soal Board; these would be needed 
+hether she were to become a member of 
EC or not. He instanced problems in 
industrial relations, inflation, industrial 
vestment and the rate of technological 
change. 

‘In 1971, Britain’s trade with the 
resent EEC member states had been of 
the order of £2,000 million; an oppor- 
tunistic figure, at 1971 prices, would 
have been £5,000 million. If Britain was 
_ to reap the theoretical benefits of EEC 
< membership, said Mr Ezra, her efforts 
= must be multiplied. British diplomatic 
posts overseas were constantly vigilant 
for market opportunities for British 









Minister's Message to Industrial Conference 


goods, but their efforts could be effective 
only if there were adequate links between 
exporters and the markets concerned. 

In presenting his paper, ‘Europe — the 
British opportunity’, Mr J. M. Goldsmith 
chairman of Cavenham Ltd, argued that 
the British system of free enterprise 
capitalism, based on a large and efficient 
capital market, was unique in Europe. 
As a result, British managements 
had to be achievement-orientated, and 
British business was dominated by the 
natural laws of supply and demand and 
of natural selection. In France and 
Germany, where the principal sources of 
finance were the State and the joint-stock 
banks, managements were not subject to 
the discipline of ‘earnings per share’ 
and the limited capital market influenced 
the type of man who reached the top. 

Mr Goldsmith castigated ‘the economic 
and social nonsense of the theories often 
expressed at ministerial level in 1968 and 
1969, that our industrial problem was 
due to a shortage of labour’. Britain was 
now moving into a period in which 
industrial reorganization must be ac- 
companied by innovation. He concluded 
with a plea to British negotiators to 
make sure that the ‘European company’ 
was developed in workable form. 


European view 


A vice-president of the Federation of 
Netherlands Industry, Dr J. D. Kuipers, 
said that the EEC had now become a part 
of the lives of its present member states; 
there was no debate, he said, on ‘why?’ 
but only on ‘why not faster?’; no question 
of ‘if’, but rather of ‘how’. 

Enlargement of the Community in a 
few weeks’ time would be a decisive point 
in the history of the free western world. 
The Community was an_ interesting 


exercise in participative decision-making, ` 


and what would happen or fail to happen, 
might depend largely upon the UK and 
on the voice of British industry. Though 
each member of the Community might 
have set out with private thoughts on 
what there might be in it for him, it had 
been learned by experience that, however 
independent and nationalistic one’s senti- 
ments might sometimes. still: be, no 
partnership of this nature could survive 
unless there was something in it forall of 
its participants. 


"Stop Moaning, Start Roaming’ 


In an informal address before luncheon, 
the Rt Hon. Sir Christopher Soames, 
G.C.M.G., G.C.V.0., CRP, suggested that 
apprehensions felt in the 1950s about the 
future of the EEC had on the whole 
proved unfounded. The Community as a 
whole had prospered, and so had most of 
its industries. 

He warned against the dangers of 
taking inflation too lightly, on the footing 
that ‘no other country had come to grips 
with the problem’, Inflation at its present 
rate, he declared, was ‘a killer which eats 
into the vitals of our social structure’: 
there was a need for self-discipline and 
effort on a national scale. 


Financial implications 


Mr Charles H. Villiers, m.c., chairman of 
Guinness Mahon & Co and of the North- 
ern Ireland Finance Corporation, quickly 
showed that he had decided views on the 
financial implications of British. EEC 
membership. He referred to the contribu- 
tion of the financial community to 
Britain’s invisible earnings, which, he 
claimed, plugged the gap left by the 
industrialists. 

He likened the clearing banks to the 
‘heavy troops’ of an army, with the 
merchant banks as scouts or skirmishers 
pressing on new frontiers which the 
‘heavies’ one day hoped to occupy. There 
was ample scope for skirmishing on the 
frontiers of the new Europe, where the 
rules had yet to be written and the police 
still had to be created. 

By an unkind coincidence, the Rt Hon. 
George Thomson, M.P., found himself 
billed to speak on ‘The British labour 
scene and Europe’ shortly after the 
Parliamentary Labour Party had an- 
nounced its intention to boycott the 
European Parliament at Strasbourg: This 
was, he said, ‘a sad and mistaken decision’ 
which could only damage the Socialist 
cause in Europe; he was convinced that 
when Britain entered the EEC on 
January rst she would be in for good’, 
and no future British government would 
find it politically attractive or economic- 
ally possible to reverse the process. 

He forecast that, by the likely date ef 
the next general election in Britain, 
British membership of the Community 
would have become an established fact of 


life. 
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STUDENT ROUNDABOUT 


New Approach to Professional Education 


N Monday of this week some 200 

younger members of The Institute 
of Chartered Accountants in England and 
Wales made a presentation to Mr Roy 
Johnson, F.c.a., on his retirement as 
Senior Lecturer in Management Ac- 
counting at Luton College of Technology. 
This is Mr Johnson’s second retirement 
from the profession. In 1966 he had 
resigned his directorship with Barratts of 
Northampton to end a strenuous profes- 
sional career, but then a casual visit to 
Luton brought him into contact with the 
plans being made by the College in 
conjunction with the Beds, Bucks and 
Herts Society of Chartered Accountants 
to establish at Luton a centre for the 
training of articled clerks. 

From this visit sprang a partnership 
with the author of this article which has 
continued over the last six years. The 
first group of 12 students who sat their 
Finals in November 1966 were drawn 
from firms in and around Luton; now, 
in 1972, the thirteenth Finals group, 
consisting of some 150 students, came to 
the College on a nationwide basis. There 
are 15 chartered accountants teaching at 
Luton College of Technology on a full- 
time basis concerned with professional 
accountancy courses, and another 10 
provide part-time services. 


Personal guidance 

The intention in developing the CA 
courses at Luton was to revert back to 
the concept originally envisaged in the 








Principal Lecturer in Accounting, Luton College of Technology 


first charter: the training of the articled 
clerk by the personal guidance and direct 
interest of the experienced member. The 
‘battery-hen’ concept of large classes, 
closed circuit television, frequent tests, 
and the other forcing methods which 
become almost inevitable when mass 
tuition is carried on are replaced by 
smaller groups in which discussion and 
direct personal contact can flourish. 
When class work is set the tutors can 
circulate to help and guide with indi- 
vidual difficulties. 

No chartered accountant, however ex- 
perienced, can now muster the depth of 
knowledge on a broad front essential for 
the preparation of a student for the 
Institute Finals. Each member of the 
staff has developed particular areas of 
skill, and makes a contribution to a co- 
ordinated whole. 


Community in ideals 


This contribution is equally made through 
a balanced age distribution among the 
CA staff who range between 22 and 66. 
Despite this, at Luton there is no 
‘generation gap’. There is a community 
in ideals. It has been said that the Luton 
ideal is not to push the student through 
his exams, but to train him as a competent 
accountant with the confidence that as 
such he must inevitably pass. Strangely, 
when the rewards of immediate success 
are substantial, this approach has been 
generally accepted by students. Neverthe- 
less, Luton has an excellent pass record, 


Mr Russell Kinman, A.C.A., discusses a problem on accounts with a Final Part | student, and Mr Christopher Wilson, A CA. deals with a 


company law point with two students also taking the Final Part |. 














































by C. A. MUNKMAN, F.C.A,, 








Mr Terry Smith, A.C.A., taking a Final Part 
class on taxation. 


and Luton students win prizes. However, 
the principal problem facing any tutor is. 
to have adequate time for preparation; 
and a five or six-week pre-examination 
course with its inevitable nervous ten 
sions is not the best time for inculcatin 
the proper approach or correcting mis 
conceptions. i 
The last six years have been a time of 
continuous experiment. During the last 
five, day-release and evening classes have 
been developed and these are attended by 
students drawn from a 30-mile radius 
extending into north London and North- 
ampton. In the current year Foulks 






























































notes so that these classes can be ‘linked’ 
“with the correspondence course. 

Three years ago a new type of course 
was introduced consisting of 11 weeks’ 
full-time attendance prior to the examina- 
tion, and this has proved very popular. 
¿For the May 1973 and subsequent 
"examinations an alternative to this course 
is being offered which takes the form of a 
six-week attendance commencing six 
-months before the examination followed 
by a further six-week full-time attendance 
- immediately prior to the examination: a 


PMHANGES in professional practice, in 
‘Aweducation, in economic conditions 
and in the structure of society are making 
fe more difficult than it has ever been 
for the young student accountant, said 
Professor E. A. Lowe, B.SC.(ECON.), F.C.A., 
F.C.L8., speaking at the annual dinner of 
The Sheffield and District Chartered 
Accountant Students’ Society on Thurs- 
day of last week. 
~~ Professor Lowe, who holds the chair 
in accounting and financial management 
at the University of Sheffield, was pro- 
posing the toast of the Society. During a 
time of uncertainty caused by such 
“changes, he said, it was the duty of the 
accountant to determine the social values, 
rather than the historic values, which had 
meaning in a basic sense. 


Uncertainty 

Life had been hard during his time as a 
student, he said, and it was hard now 
although in a rather different way. The 
young accountant found his studies 
difficult because things today were more 
uncertain than they used to be. In 
professional practice, there was a lot more 
interest in a more realistic approach, with 
accountants getting away from the idea 





| Lynch and The Metropolitan College 
“shave made available their course study. 


‘split’ 12-week course’. The student 
should follow guided reading or a ‘linked’ 
correspondence course during the inter- 
vening period. 


‘Pep’ and ‘punch’ courses 


The abilities, needs and opportunities 
of students vary greatly and there is no 
single answer to the problems of every 
one. Experiment continues. In January, 
special residential week-end and one- 
week courses will be introduced in 
conjunction with the correspondence 
tutors to give ‘pep’ and ‘punch’ in the 


Looking to the Future 


Sheffield’s Annual Dinner 


that everything could be contained in a 
historical statement. The concepts of 
economic values and forecasting were 
being introduced into the profession. 

Professor Lowe went on to say that 
there was a change in education, with a 
greater proportion of entrants to the 
profession coming from university or 
college. The Common Market raised 
uncertainties about economic change, and 
he predicted that the framework of 
company legislation in the EEC would 
cause ‘a lot of shocks’ to students, com- 
pared with ‘the nice easy time’ they had 
had in learning English law. 

General social change had also speeded 
up — a point borne out by the growing 
numbers of women in the profession. ‘But 
let us hope for an increased rate of social 
change, and more ladies’, he said. ‘I have 
no doubt that you will be able to face up 
to these changes with confidence.’ 


EEC problems 


The problems likely to be caused by 
Britain’s entry into the Common Market 
were taken up by the President of the 
Society, Mr P. W. Allott, B.A.(ECON.), 
F.c.A., who responded. 

Entry into the EEC had brought the 
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middle stage of studies when industry 
flags between the initial enthusiasm and. 
the last-minute rush. 

However, the efforts of a few indi- 
viduals and the initiatives of one college 
cannot satisfy the rising demand of CA 
students for better education. There is 
not only a need for younger members to 
consider teaching as an alternative to 
some part at least of their professional 
career, there is an opportunity for those 
experienced older members, such as Mr 
Roy Johnson, to pass on their knowledge 
and experience to the next generation of 
chartered accountants. 





realization that Common Market countries 
regarded the universities as being: the 
main — and in some cases the only — 
acceptable method of teaching at the 
highest level, he said. After entry there 
was likely to be renewed interest in 
university accountancy departments. 

The shortening of the period of articles 
to three or four years had created problems 
for the Students’ Society, he said. 
Turnover of committee members was 
greater than ever before, and. students 
found examinations requiring more and. 
more of their time. 


Closer liaison 


But he warned: “The profession. would 
be the poorer if the Students’ Society 
were to collapse. It is more than ever 
necessary for the student with the inter- 
national firm to mix with his colleagues 
in small offices, to learn from each other, 
and enjoy each other’s fellowship.’ 

He called for better links between 
students and qualified members. The 
sharp distinction between the two had 
been ‘far too defined for far too long’, he 
said. 

The toast of the guests was most ably’ 
proposed by the Society’s secretary, Alan 
G. Shepherd, and Mr F. S. Elliman, 
general manager of Sheffield’s new 
Crucible Theatre, responded. 

The Society -boasts an impressive 
record in the sporting field over the past 
few years, and last year they beat the 
senior society at golf. Trophies for five-a- 
side football, squash, tennis and golf were 
presented by the President of the Senior 
Society, Mr Eric Crow, F.c.A. 
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ACCOUNTANT 


Nottingham Students’ 


Annual Dinner 


ROPOSING the joint toast of the 

Institute and the Students’ Society at 
the annual dinner of the Nottingham 
CASS held on Thursday of last week at 
Nottingham, Mr J. B. Cochrane, con- 
sultant obstetrician and gynaecologist to 
the City Hospital, spoke of the account- 
ancy profession’s achievements in busi- 
ness and the possibilities that existed in 
commerce. 

In the course of a speech rich in witti- 
cisms, Mr Cochrane made a plea that 
interest in students and their activities 
should be maintained, with all students 
‘under one umbrella’. As a Scot, he was 
sorry to see that the Scottish and English 
Institutes were not united as one body. 


important relationship 

Mr Kenneth J. Sharp, T.D., M.A., F.C.A., 
Vice-President of the Institute, replied 
to the toast. It was, he said, his first visit 
to Nottingham and one he would not 
forget. He first regaled his audience with 
details of his hazardous journey from 
Oakham during which his hired car broke 
down, but soon turned to the more 
serious topic of the purpose of the pro- 
fession in society. 

Mr Sharp spoke of the master-pupil 
relationship and of how the onus was on 
both parties to make it a successful one. 
If either failed, he said, the result was a 
poorer profession. A student could be 
trained in an academic institution, but he 
would then lack this necessary relation- 
ship. He went on to contrast the man in 
private practice with the accountant in 
industry, where superior loyalty to the 
company rather than to the profession 
was. expected, and concluded that the 
latter was a ‘rounder and a sounder man’ 
if trained in the profession and had 
acquired professional integrity lacking in 
other forms of training. 


Coveted prize 

The: Howitt Prize was this year pre- 
sented to John M. Beere, B.sc., A.C.A., 
a member of the Society’s committee, 
by Mr H. W. Housley, F.c.a., President 
of the Society, who presided over the 
dinner and who, in his short address, 
recalled previous years when the pre- 
sentation had been made by the late Sir 
Harold Howitt, a former President of the 
Institute who came from Nottingham. 
Subsequently, the prize had been pre- 


sented by his son, Mr A. W. Howitt’ 
M.A., F.C.A., F.C.M.A., J.DIP.M.A., President 
of The Institute of Cost and Management 
Accountants. The prize was awarded, 
said Mr Housley, ‘not so much for 
scholastic achievement but rather service 
to fellow students and to someone who 
was potentially a valuable member of the 
Institute’. A further presentation was 
made to Miss Jean Hickling who had 
achieved sixth position in the Institute’s 
Intermediate examination. 


Higher skills 


Proposing the toast of the Guests, N. 
Crockford, B.a., the Society’s Treasurer, 
referred to the Society’s activities and in 
particular the sports fiesta. Nottingham, 
he said, had produced its largest team 
ever, but he felt that there was still a lack 
of involvement by other student societies. 

‘What is wrong with elitism and the 
pursuit of excellence?’ asked Peter 























Pennington Legh, President of ACASS 
replying on behalf of the guests. ‘Th 
apprentice must always surpass. th 
teacher, must increase the skills of th 
profession. Students were considered to 
be people to be kept in the dark and ‘now 
and again someone opens the door and 
chucks in some manure’, he said. His. 
was an urgent call to the profession tọ 
treat its students as people of intelligence 





ICMA AT CAREERS EXHIBITION. 


REPRESENTATIVES of some 80 schools from. 
as far afield as Birmingham, Blackpool, 
Liverpool, Sheffield and Leeds visited: 
the ICMA Stand at a Careers for Zo 
exhibition held recently in Manchester. 

Manchester Branch members of The 
Institute of Cost and Management Ac- 
countants who manned the stand rë- 
ported being ‘almost overwhelmed’ b 
the volume of inquiries from would-b 
accountancy students, also from. other: 
already employed but seeking advice o 
how to improve their qualifications. ` x 

Organization and presentation at the 
ICMA stand was by Mrs Christine Parry 
the Institute’ Education Officer, and’ 
local arrangements ~ including manning. 
the stand — were made by Mr J. E 
Bamforth, F.c.M.A., Manchester Brand 
education officer. 





BYSTANDER’S COLUMN 
contributed 


Professionals 


HE accountancy bodies in the United 

Kingdom are widely differing organi- 
zations. Yet they all suffer from one 
common affliction — their obsession with 
the idea of accountancy as a profession. 

This obsession is ill-founded. These 
bodies came into being when men got 
together in order to promote their trade 
and to protect their interests. To achieve 
these aims, they restricted entry, set a 
lengthy period for training, imposed 
examinations, barred advertising and 
sought statutory recognition. 

The results of these policies are still 
with us. Training contracts stifle the 
development of mobile labour markets 
for trainee accountants, and keep the 
remuneration of student chartered ac- 
countants at ludicrously low levels. The 
restrictions on entry are limited and the 
examinations set are of a relatively low 
standard, so that by 1980 there may be 
about 100,000 accountants in this country. 
The ban on advertising has seriously 
affected the growth of small accounting 
firms in recent years, and yet. not 



















affected the aggrandisement of large firms. 

In short, the worst effects of govern- 
mental intervention and of free enterprise 
have been seen in the development of 
accounting bodies. More stringent regula- 
tion would have ensured reasonable 
wages for students, a higher calibre of 
entrant and radically more challenging 
examinations. So accountancy cannot: 
claim to be a profession on its past 
record of inadequate regulation of its 
members’ activities. 

And for the future? While the account-. 
ing bodies issue anachronistic statements 
on professional ethics and responsibilities, 
and yet fail to deal with conflicts such as 
auditors providing such services for: 
cliente as executive selection, there is 
little hope. 

A change in attitude is needed as much 
as a change in administration. The various 
chartered bodies are obsessed with 
accountancy as it was in Edwardian times. 
For almost go years, accountants in. 
industry and commerce have outnum- 
bered those in practice. Yet, still, the 
chartered bodies refer to accountants in 
industry as ‘not in practice’. Until the 
minority that administer the chartered 
bodies refer to themselves as ‘not in 
industry’, it is difficult to accept those 
bodies as representative. 
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PROFESSIONAL NOTICE 


Ernest Francis AnD Son, Chartered 
Accountants, announce that they have 
moved their offices from 8 Forbury, 
Reading, to 48 Queens Road, Reading. 
Their other offices at Somerset House, 
Blagrave Street, Reading, and 37 Win- 
‘chester Street, Basingstoke, will continue 
at the same addresses. 
































APPOINTMENTS 


Mr John Carmont, F.c,A., has become 
financial director of Eaton Corporation’s 
European and United Kingdom opera- 
tions. 


Mr Nigel Edgerton, A.C.A., has been 
appointed a director of City merchant 
bankers Arbuthnot Latham & Co. 


Mr M. P Gummer, F.c.A., A.C.MLA., 
has been appointed a director of the 
Newall Machine Tool Co. He was 
previously group financial controller. 


“Mr I. J. Montgomery, F.c.4., has be- 
come a director of Evans of Leeds. 


Mr T. E. Osborne, A.c.c.A., has been 
appointed to the boards of Martin, 
Black & Co (Wire Ropes) and Speedwell 
Wire Co as financial director of both 
companies. 


“Mr K. F. Parry, aic.a., has been 
appointed secretary of Readicut In- 
ternational and the following subsidiary 
companies: The Readicut Wool Co, 
Melvar Printed Fabrics, Terry Holdings 
(Horbury), and C.Q. Wools. 


FOR C.A. 
EXAM 
PASSES 





Mr CG We Payne-Butler, ALLMT.A., 
previously Deputy County Treasurer. of 
Surrey, has become County Treasurer. 


Mr Donald Rich, F.c.a., will shortly 
become a director of Financial Training 
(Holdings) and Mr Jock Worsley, F.c.a., 
will shortly become a partner in Donald 
Rich & Co, as a result of the fusion of the 
interests of the two companies as from 
January Ist, 1973. 


Mr J. A. Speedman, a.c.c.a., has been 
appointed to the board of The Scottish 
Licensees Mutual Insurance Association. 


Mr Fred J. Watt, a.c.1s., F.A.S.A., has 
been appointed a director of Tozer 
Kemsley & Millbourn (Holdings), the 
international finance and investment 
group, and managing director of TKM 
International. He will be based in London. 


OBITUARY 
Mr Cyril Charles Bigg, F.C.A. 


The death occurred on Wednesday of 
last week, suddenly but peacefully and 
without pain, of Mr Cyril Bigg, F.c.a., 
at the age of 60. He was admitted to 
membership of The Institute of Char- 
tered Accountants in England and Wales 
in 1935. 

A younger brother of Mr W. W. Bigg, 
F.C.A., (who, with the late Mr H. A. R. J. 
Wilson, F.C.A., acquired the goodwill of 
the Foulks Lynch tutorial business from 
Messrs Spicer and Pegler in 1928), he 
had himself been a director of H. Foulks 
Lynch & Co Ltd for several years and 
succeeded his brother as chairman of the 
company upon the latter’s retirement 
earlier this year (The Accountant, April 
6th). He was also a partner in the firm of 
Edward Moore & Sons, Chartered Ac- 
countants. , 

Mr Bigg is survived by his wife and two 
daughters to whom we extend our 
sympathy. 


STOCK EXCHANGE FILM 


A film of last month’s Royal opening of 
the Stock Exchange new building je 
expected to be available shortly. Made by 
Pacesetter Productions Ltd, it will run 
for approximately 20 minutes, . and 
showings will be arranged in the Visitors’ 
Gallery cinema for as long as there is a 
demand. 
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THE CERTIFIED ACCOUNTANTS 
WOMEN’S SOCIETY 

The next meeting of the Certified Ac- 
countants Women’s Society will be held 
on February 6th at 6.30 p.m, at the 
Waverley Hotel, Southampton Row, 
London WC". Detective Chief Inspector 
Connor of the Metropolitan and City 
Company Fraud Department will be 
talking about ‘Company Fraud’. 

The committee feel that the meeting 
will be of interest to both male and female 
members of the profession and they will 
be pleased to welcome any members and 
students who would like to attend. 


LONDON CHARTERED 
ACCOUNTANTS’ COURSES 


Members of the London and. District 
Society of Chartered Accountants are 
asked to note that some of the courses 
to be held in the New Year are not yet 
oversubscribed. They are as follows: 
Residential conference ‘Opportunity 
Knocks’ from February 15th-17th, at 
the Grand Hotel, Eastbourne; Whole- 
day courses on ‘Management of audits’ on 
January 30th; ‘Auditing the accounts of 
Stock Exchange firms’ on February 
2and; “Tax relief for capital expenditure’ 
on March 6th; ‘Financial management for: 
the small- to medium-sized business’ 
on March 2oth, and ‘Recent develop- 
ments in computer auditing’ on April 
6th. Courses Nos. 21, 24, 25, 29, 30, 35, 36 
are heavily oversubscribed and it is 
regretted no further applications can be 
received. 

Applications for Society courses should 
be made to the Secretary, London and 
District Society of Chartered Account- 
ants, 56 Goswell Road, London EC1. 


SOUTH-WEST ESSEX GROUP ` 
OF CHARTERED ACCOUNTANTS 


The next meeting of the South-West 
Essex Group of Chartered Accountants 
will take place on Tuesday, January gth, 
at 6.15 p.m. for 6.45. p.m. at Nan’s 
Pantry, 772 Eastern Avenue, Newbury 
Park, Ilford, when Mr K. W. Chetwood, 
LL.B., an Assistant Controller of the 
Estate Duty Office, will speak on ‘Estate 
Duty Changes’. 

Mr Chetwood will discuss the changes 
in estate duty legislation brought about 
by the Finance Act 1972, with particular 
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reference to spouses and other qualifying 
beneficiaries. If time permits, a brief 
outline of the Green Paper on a possible 
inheritance tax in place of estate duty 
will be given. 


THE CERTIFIED ACCOUNTANTS 
LODGE 


The installation meeting of the Certified 
Accountants Lodge was held on 
December 4th at Colonial House, Minc- 
ing Lane, London EC3. 

‘The Worshipful Master, W. Bro. J. K. 
Shaw, installed his successor W. Bro. 
EF A.. Gommer, who appointed the 
foll lowing officers for 1972-73: 

Bro. A. J. Payne, SH: W. Bro. W. 

Rapson, F.W.; W. Bro. J. P. Shaw, 

P.P.8.G.D. (Herts), Chaplain; W. Bro. 

GL Barker, L.G.R., P.P.A.G.D.c. (York- 

shire N. and E Ridings), Treasurer; 

W. Bro. C. R.M. Davidson, P.P.a.G.D.c. 

(Kent), Secretary; W. Bro. John P, 

Landau, p.c.st.B., DC: Bro. James 

Kennedy, S.D.; Bro. R. E. Petty, ¥.D.; 

W. Bro. R. G. L. Jobson, A.D.C.; 

W. Bro. K. H. Bickmore, P.P.A.G.D.C. 


In Parliament 


Close Companies: Dividends 


Mr  RepMonD asked the Chancellor of 
the Exchequer if he will instruct the 
Inland Revenue to cease issuing surtax 
directions to close companies in order 
to restrain dividend increases in line with 
the Counter-Inflation (Temporary Pro- 
visions) Bill. 

Mr Norr: No. Close companies will 
be exempted from dividend restraint only 
in so far as dividends have to be paid 
to avoid a shortfall assessment. ‘They do 
not have freedom to increase their divi- 
dends at will. I see no reason to suspend 
measures designed solely to discourage 
the avoidance of tax. 

Hansard, November 
answers, col. 337 


21st. Written 


Estate Duty 


Mr Ipris Owen asked the Chancellor 
of the Exchequer when he expects. to 
announce the decision on the reform of 
estate duty. 

Mr Parrick Jengin: We are still 
receiving representations on the Green 
Paper published last March [Cmnd. 
4930, The Accountant, March 20th], 
and there are more to come. It is too 
soon to say when it will be possible to take 
decisions. 

Mr WINTERTON asked the Chan- 
cellor of the Exchequer whether he will 


(Herts), Almoner; Bro. A. J. Murray, 


JO: Bros D C. Setchell, C. A. 
Floodgate, N. E Dore, R. R. G. North, 
R. P. Crout, B. M. Bowen, Stewards; 
W. Bro. A. J. Courtney, L.G.R., Tyler. 


The address of the Secretary of the 


Lodge, Mr C. R. M. Davidson, is 
‘Minterne’, 8 The Chenies, Petts Wood, 
Kent. 


CROYDON CHARTERED 
ACCOUNTANTS’ MEETING 


It was estimated that HM Customs and 
Excise would have to administer 20 
times more businesses in connection with 
VAT than with purchase tax. This 
increase of work was referred to by Mr 
B. N. Baker and Mr W. R. Corley, both 
of whom are Customs and Excise officials 
at the Croydon VAT office, when speak- 
ing to the Croydon Society of Chartered 
Accountants on Monday, December rith. 

Many questions from members were 
answered by Mr Baker and Mr Corley 
on the practical application of the new 
tax system. 


seek powers to exempt from all death 
duty charges the family home in the 
case of unmarried daughters. 

Mr PATRICK JENKIN: I have noted my 
hon. friend’s suggestion. 
Hansard, November 

answers, col. 61. 


28th. Written 


Value Added Tax 


Mr Costa asked the Chancellor of the 
Exchequer what percentage of VAT 
registration. forms are being returned to 
applicants for correction. 

Mr Norr: An estimated 8 per cent. 

Mr Warren asked the Chancellor of 
the Exchequer why it is not intended to 
give VAT relief on bad debts. 

Mr Patrick JENKIN: The main objec- 
tion in principle is that normally by the 
time a debt comes bad the debtor, if he 
is a taxable person, will already have 
taken credit in his own VAT account for 
the tax element. If relief were granted 
to the creditor there would be a double 
loss of tax to the Exchequer. 

Hansard, November 28th. Written 
answers, col. 65. 


Computer Terminal Facilities: 
Palace of Westminster 


Mr Ian Lioyp asked the Chancellor of 
the Exchequer what further progress has 
been made by the Central Statistical 
Office in its review of the benefits and 
costs of providing computer terminal 
facilities within the Palace of West- 
minster. 

Mr Norr: The Computer and Data 





































Systems Unit of the Central Statistica 
Office, in conjunction with the House of ` 
Commons Library, is hoping to arrange 
for International Computers Ltd to set: 
up an experimental demonstration where- 
by members will be able to obtain access 
via a computer terminal to a copy of the 
data bank maintained by ‘Treasury and: 
the Central Statistical Office. The purpose. 
of the demonstration, which should take: 
place during June or July, 1973, is to” 
obtain further information needed for a 
cost-benefit analysis of providing an 
operational service along these lines. 
Hansard, December rst. Written Ans- 
wers, col. 268. 


Labour-only Subcontractors 


Mr Urwin asked the Chancellor of the 
Exchequer how many income tax exemp- 
tion certificates have been applied for, to 
date, by labour-only subcontractors 
in the construction industry; and how 
many have been granted. 

Mr JorL Barnett asked the Chancells 
of the Exchequer how. many tax exem 
tion certificates have been issued to 
building firms. i 

Mr Norr: There are no sepaiate 
statistics for labour-only subcontractor 
Up to October 12th last, 384,886 applica- 
tions had been received from sub- 
contractors generally and 353,440 cè 
tificates had been issued. 

Mr Urwin asked the Chancellor of tt 
Exchequer what criteria he uses when 
granting income tax exemption certi 
cates to labour-only subcontractors $ 
the construction industry. 

Mr Norr: The criteria are laid down mm 
section 30 (2), Finance Act 1971. 

Hansard, December sth, 
answers, cols 371 and 372. 





Written 


Professional and Executive 
Register 


Miss QUENNELL asked the Secretary of ` 
State for Employment what percentage 
of those who register on the professional 
and executive register maintained by 
branches of his department obtain em- 
ployment as a result of the efforts of his. 
officers. i 

Mr Duprey SmrrH: In the 12 months 
ended September 6th, 1972, the number 
of recorded placings by the professional 
and executive register represented 10 
per cent of the total number of registries 
tions. 

Miss QuENNELL asked the Secretary o 
State for Employment what is the cost of 
maintaining the professional and execu- 
tive register operated by his departmen 
and how many individuals were placed 
employment in the last 12 months, to the 
nearest convenient date, from it. 

Mr Dup.iey Smita: "The estimate 
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total cost for the 1971~72 financial year 
was approximately {1-5 million. The 
number of recorded placings during the 
12 months ended September 6th, 1972, 
was 11,521. 

Hansard, Wecember 
answers, col. 46. 


iith. Written 


Save As You Earn 

Mr Arruur Lewis asked the Chancellor 
of the Exchequer, in view of the fact 
that from April next the Save As You 
Earn scheme will be at a disadvantage 
“so far ag interest rates are concerned in 
© comparison with certain rates offered by 
building societies, whether he will con- 
sider raising the interest rates on the 
Government’s Save As You Earn scheme. 
` Mr Norr: I am not aware that either 
“National Savings or building societies’ 
Save as You Earn schemes will be at a 
disadvantage after the introduction of 
unified tax. The terms of all National 
Savings securities are kept under constant 
“review. 
© Hansard, December 
answers, col. 93. 


yath. Written 


investment Grants 


Mr Urwin asked the Secretary of State- 


for Trade and Industry how many appli- 
cations for industrial development grants 
submitted to his. department prior. to 
October 1970 remain outstanding; how 
many have been refused; what is the total 
value; how many new jobs are involved; 
and what are the regional figures. 

Mr Cuatraway: About 430,000 appli- 
cations for investment grant were received 
prior to October t970 in respect of ex- 
penditure amounting to about £6,750 
million. The precise statistical informa- 
tion requested is not available but it is 
estimated that relatively few of these 
older applications remain under nego- 
tration. 

Hansard, December 
answers, col. 16 


uth. Written 


Estate Duty: Farms 
Mr Trew asked the Chancellor of the 
Exchequer whether, because of the extent 
to which liability for estate duty is leading 
to the fragmentation of farms in view of 
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the presen high market value of agricul- 
tural land, he will consider amending 


: legislation. 


Mr Norr: [do not accept the sugges- 
tion. in my hen. friend’s question that 
estate duty is leading to fragmentation of 
farms. However, my right hon. friend 
proposes to carry out a thorough review 
of the death duties in the light of public 
discussion of the possibilities outlined in 
the Green Paper published last March. 

Hansard, December 13th. Written 
answers, col. 176, 


Halfpenny Coin 

Mr Cormack asked the Chancellor of the 
Exchequer. what is his policy towards 
withdrawing the 4p coin from circulation, 

Mr Nort: There is no intention what- 
soever of withdrawing the 4p coin from 
circulation in the foreseeable future. It 
plays an important role in fighting infla- 
tion and is widely used in pricing and 
price shading for groceries and- other 
small items, as well ag for some services. ` 

Hansard, December «14th. Written 
answers, col. 219. 














‘Letters Requisitory’ 


Compiled by KENNETH TRICKETT, F.C.A. 





Each answer is to be entered in the diagram after removing a letter 
-4yherever it occurs; thus REFER could lead to EFE, RFR, or REER 
The twenty-eight omitted letters in the order of the clues spell out a 
“recently coined expression of four words. 
















CLUES ACROSS 


en, Confirmation by oath, 1/rooth kip being disposed of by will (11). 

o. Make a fresh appreciation concerning the arbiter (7). 

. They grant exclusive privileges to parents, perhaps (9). 

. Boarder receiving a retirement benefit (oi, 

a. The lecturer’s chosen extract (5). 

. Broke in with a returned tip (11). 

s, Just inserted in pens in the present decade (9). 

. Inheritor Jet end of house again (8). 

. Was a substitute for a commercial traveller 

: Turn out some of the victifas (5). 

«v Redesigned metal panes designating occupants (10). 

Notice society courtesies { 10). 

Strike-breaker takes stock in unscrupulous struggle for success 
(3-4). 

a7. Ernie did this sémmehow excluded from succession (12). 


and felt insulted (11). 





CLUES DOWN 


. Managed roo in the block of shares (7). 

. Immunity from purchase (9). 

: Originator is about to restrain those in control (11). 
"XEITHNES ins S mg about a 
The rules preseribe no right to the printer's copy (5). 
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7. irregular dots are in graphic lines (9). 

8. Deception by altering amt. refunded (11). 

12. Enters: triple formation-in keyed transmitters (12). 

14. SG i signing and Se? in the case of seizure of debtor's 

D 

16. Types of indices foi" 

18. Textual rec tifier; half of them finish at the alternative {9} 
19, People who are unwilling to take Joint estates, mostly (roi 
22. Left under the vehicle to keep it dey {7} 
24. Assessed without entering the wrong date (ei, 


a property 





The solution will be published in next eeek's-issue. 
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THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 


was established in 1942 to provide a professional organization for accountants and financial executives 
employed in commercial, industrial and2other undertakings, and to promote and encourage the study of the 
special problems relating to the design and use of accounting procedures in the service of management. 






Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
industry as distinct from those of public practice. The commercial accountant must be a specialist, trained in 





which management requires if it is to reach rational decisions. 







Detailed syllabuses and further information as to eligibility for Registered Studentship (or, in the case of 
qualified or experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at 


40 TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8. 








business for business: his function is to devise systems for recording, analysing and presenting the information | I 

























= What kindof investment — 

is excluded from 
vase VI of Schedule D 
| and isfree of 


Capital Gains Tax? 








Welfare Single Premium Bonds 


As our Taxation Expert states “How If you would like details of Welfare 
many investments are there in the UK Single Premium Bonds just send off the 
which provide ‘income’ that is not charge- coupon to our Bond Department. 
able to income tax under Schedules A, B, C, 

D or F and where any ‘capital gains’ are mmm mmm mmm ee ee 
specifically exempt from a charge to capital r Please send me details of TA/2/I2 
gains tax.” Welfare Single Premium Bonds. 








Name ..... 
Welfare Single Premium Bonds offer Company — 


those taxation advantages to any company Address 
>» orindividual with alumpsum to invest, plus 

in the case of individuals, valuable 

life assurance protection. 


WELFARE INSURANCE CO. LTD., 
35/87 Cannon St., London EC4M 5SE 
Tel: 01-236 0781 
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THE 


ACCOUNTANT 


f- The recognized weekly journal 
, forthe accountancy profession throughout the world 





take pleasure in offering you an economic solution to the new PAYE and VAT legislation problems 
which will face you in April 1973. 


YOU Provide initial payroll information. 
Deliver changes and collect slips, etc. 
Pay our fees monthly in arrears. 


WE Calculate gross and net pay on our computers. 
Provide payslips and envelopes. 
Supply cash analysis and bank lists. 


Produce employers’ contribution details. 
Tabulate costs analysis as required. 
Complete P.35 and P.60 annually. 
Automatically comply with new legislation. 
Pay for all stationery and insurance. 

Share delivery and collection expenses. 
Treat your payroll as top secret. 


Our charges are unbelievably low and our systems incredibly simple. 
Please write in confidence, stating: 
(1) Size of payroll. 


(2) Weekly or otherwise. 
(3) Number of pay points. 


All inquiries will be answered and quotations given. Interviews will be gladly arranged if requested, 
without any obligation on your part. Box A DI. The Accountant. 
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| Although many books have been written on PRICE: £3 NET 
| Management Accounting, there still remains a need INCLUDING 
for a PRACTICAL work on the subject which will 





SE | 
nevertheless make the principles of Management PACKING AND POSTAGE | 
Accounting quite clear. It is believed that this book £312 (U.K) 
should help the student and the Accountant in Gei 





both aspects. £3-40 OVERSEAS 


151 Strand, London WC2R 1JJ 


Publishers of The Accountant Telephone 01-836 0832 
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A Year to Remember 


CCOUNTANTS have had a busy time in 1972 ~a year 

i dominated, as was 1971, by the prospect of British 
entry to the European Economic Community. Leaders of 
the profession, in recent months, have been at considerable 
pains to emphasize the distinctive contribution which the 
UK is poised to make to the European commercial scene. 
In the strength of her accountancy profession, the number 
of limited companies, and the activity and influence of the 
London capital market, the UK already surpasses the 
whole of the present Community. 

Within the UK profession itself, there are considerable 
indications that the internecine dissension of 1970~71 has 
been succeeded by a happier relationship, and discussions 
now proceeding in several quarters may well result in a 
less fragmented organization. In the Channel Islands, 
Guernsey already has a flourishing ‘Society of Chartered 
and Certified Accountants’; the three Chartered Institutes 
in the British Isles have at least been able to agree (in 
default of the federation or total fusion to which some 
accountants still look forward in hope) on a scheme for 
reciprocal membership. ‘Informal talks’ at Presidential 
level have taken place between The Association of Certified 
Accountants and The Institute of Cost and Management 
Accountants ~ the latter body having, of course, secured 
approval for a change of name during the year; the Society 
of Commercial Accountants and the Institute of Company 
Accountants have appointed a joint steering committee to 
explore the common ground; there is every likelihood of the 
amalgamation of the British Association of Accountants 
and Auditors and the Faculty of Auditors being consum- 
mated early in 1973. These several ventures can only serve 
to strengthen the authority and the voice of what has for 
too long been a divided profession. 

The outstandingly successful venture in professional 
co-operation during the year was, of course, the Tenth 
International Congress of Accountants in Sydney, featured 
in a special issue of The Accountant for October 26th. As 
we remarked at the time, regular gatherings of members 
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of a common brotherhood can make a significant contri- 
bution to nurturing the delicate seeds of international 
harmony, more particularly at a time when the United 
Nations Organization is a less effective force in the world. 
than many would like it to be. It was a tragedy only that ` 
this great assembly of some 6,000 accountants and their: 
families from all over the world should have been marred ` 
by the untimely death of Mr C. W. (‘Cliff’) Andersen 
opp, DIP.COM., F.A.S.A., F.C.1.8., who as chairman of t 
organizing committee had worked so devotedly to ensure 
the success of this first congress of its kind to be held in the ` 
Southern Hemisphere. : 

Among other elder statesmen of the profession who have ` 
departed this life during 1972, we mourn in particular the 
late Mr G. R. Freeman, €.B.E., F.C.A., whose passing at the 
age of g7 severed the last link with a bygone era. His unique ` 
record of 75 years’ membership of The Institute of Char- 
tered Accountants in England and Wales was commemo- 
rated in our issue of February 3rd. We have also recorded ` 
with sorrow the death of Mr E. F. G. Whinney, M.A., 
F.c.A., the third generation of a distinguished accounting ` 
family, whose father and grandfather both attained. high 
office within the profession; and of Mr S. J. Pears, F.c.A., 
President of the English Institute in 1960-61. : 

Not the least of the profession’s headaches during 1972 
has been the vigour with which the Government has pur- _ 
sued the task of tax reform. Replacement of the ‘classical’ ` 
by the ‘imputation’ system of corporation tax, the prospect. 
of a new unified personal tax structure, and the preliminary 
upheaval in preparation for value added tax have afforded a 
complex field of post-qualification study. 

It is some little comfort to realize that the Green Paper | 
(Cmnd 4930, The Accountant, March 30th) on an alter: ` 
native to estate duty has proved to be a consultative docu- ` 
ment in the widest sense. Much recent comment on Cmnd 
4930 suggests that the theoretical perfections of an inheri- 
tance tax in place of estate duty are likely to prove illusory. 

The Accounting Standards Steering Committee has 


ae 






continued to make progress with its formidable agenda 
during the year; an interesting synopsis of its work was 
given by the Technical Director of the English Institute, 
Mr J. M. Renshail, M.A., F.C.A., to members of the London 
and District Society of Chartered Accountants and re- 
“ported in our issue for October r9th. Predictably, ED6 on 
‘Accounting for stock and work in progress’ has produced 
more comment — and controversy — than any of its pre- 
-decessors; and the long-awaited exposure draft on inflation 
accounting is likely to appear, as The Accountant was the 
first to predict, early in 1973. 
e We make no apology for reminding all practising account- 
ants of the importance of two other statements from 
— Moorgate Place during 1972 — one stressing the importance 
of making clear the degree of responsibility accepted by the 
practitioner in respect of any set of accounts which have 
— not been subject to a full audit, and the other reminding 
accountants who accept office as liquidators of the serious 























ROM the revenue aspect, it may be claimed that the 
© Budget is a strictly annual affair. The Chancellor’s 
revenue needs are predetermined, first, by the level of 
public sector expenditure and, secondly, by the size of 
udget surplus or deficit the state of the national economy 
requires to maintain an adequate rate of growth. 
The expenditure side is quite different, and planning 
for several years ahead is necessary for two major reasons. 
First, in order to determine the allocation of resources 
between the competing claims of various government 
services, for example, how much more should be spent on 
‘education and how much more, or less, on defence? 
‘Secondly, the aggregate of such claims must be related to 
the size of the future gross national product; if the pro- 
“spective rate of economic growth is encouraging, there is 
scope for better government services. 
~ Such is the background to last week’s White Paper, 
‘Public Expenditure to 1976-77 (Cmnd 5178). From this 
` document one learns that between the current financial 
- year and 1976-77, public sector expenditure will increase 
` from £27,884 million to £30,439 million ~an annual rate 
of increase equal to 2-5 per cent. From the accountant’s 
_ point of view, the interesting facet of these figures is not 
~- so much the fact of an increase — this was inevitable — as 
the basis of the estimates, which are calculated on what the 
_. White Paper defines as ‘in cost terms’. 
This is not quite the same as constant prices or fixed 
` costs, which are usually used for comparisons of money 
aggregates over time; this new series takes into account 
relative changes in prices of different factors comprising 
the cost of individual services, as well as showing the 
proportion of the total output which public expenditure 
will take each year under review. 
But this is not the end of the matter. The Government 











and specific statutory responsibilities which are thereby 
assumed. It is of minor significance that these statements 
(featured in The Accountant for January 27th and April 
27th respectively) bear the imprimatur of a particular 
professional society; the issues are of general significance, 
and deserve the widest appreciation. 

These are but a few of the topics which have occupied 
our thoughts, and those of our contributors and readers, 
over the past twelve months; we might mention further 
the progressive movement towards graduate entry, the 
proposals by several bodies for ‘second tier’ membership, . 
the launching of the Solomons Enquiry into professional ` 
training, and the debate which has raged over actual and 
prospective intrusions of the computer into personal 
privacy. In making what has necessarily been a selection ` 
of matters for comment, we offer our apologies to those 
whose priorities may differ; but we think it beyond dispute ` 
that 1972 has been, for all accountants, a year to remember. 


Forecasting Government Expenditure 


also needs to know what the total output or the g.n.p. is 
likely to be in the years ahead. Given recent experience of ` 
economic growth, it is self-evident that such estimates 
must at best be informed guesses. To meet this problem 
the White Paper provides, on the basis of alternative 
assumptions, estimates of the future course of g.n.p. in 
terms of 1972 factor prices. These are based on two 
differing rates of overall growth in the g.n.p. — 3°5 and 5-0 
per Cent — and, given these estimates, the White Paper 
then seeks to indicate the resultant effects upon the com- 
position of the increase in the g.n.p. These, in their turn, 








IN THIS ISSUE 





A Year to Remember 815 
Forecasting Government Expenditure 816 
Pergamon Inspectors ‘Eminently Fair’ 817 
Standards for Interim Information 820. 
Corporate Tax Systems in the EEC — 

5 Germany 822 
Principles of Accounting 823 
Letter from America 826 . 
Double Taxation, Inflation and VAT — 

Canadian Tax Foundation Conference 835 
Current Affairs 817 Current Law 828 
This is My Life 819 Finance and Commerce 829 
Taxation Cases 825 Student Roundabout 837 
Books Notes and Notices 841 


827 








A Happy New Year to All Our Readers 






“December 28th, 1972 
must be viewed with some doubt, since there is no way of 
knowing to what extent imports or, more especially exports, 
will react to such estimated changes. 

__ While, therefore, it may be true to assert that the average 

-set of published accounts is an amalgam of past costs and 
indeterminate profits, it has even at worst a firmer base 
in reality than have the White Paper figures. Nevertheless, 
the sort of exercise represented by the latest White Paper 
is an integral part of modern economic management and 
Budget formulation. 

Whether the actual figures for individual services are 
right or wrong does not matter greatly. Their real value 

“lies in reflecting the Government’s intentions in the field 
of public sector expenditure. For example, over the five- 
year period it is expected that aggregate outlays after the 
first two years ~ when they are expected to increase by 6-2 
per cent and 5-3 per cent — will increase annually during 
the next three years at rates diminishing from 1-7 per cent 
to a mere TA per cent. 

The basis for the current upsurge is the Government’s 

_ intention to increase expenditure to help reduce un- 

employment, and to meet the nationalized industries’ 





Pergamon Inspectors 
‘Eminently Fair’ 


Mr Maxwell’s 




















deficits which will be caused by the policy of price restra 
This is understandable, but it is difficult to believe that. 
government will be so successful in restraining publ 
sector expenditure in the near future as these figures 
suggest; as far as government economies go, good intentions 
are not enough. 

Similarly, outlays on some of the individual services 
merit consideration. Housing outlays are to be cut back 
by 3°2 per cent per annum, but expenditure on education 
and libraries is planned to increase by 5-0 per cent annually. 
Exclusive of investment grants, government outlays on 
trade, industry and employment are planned to drop by 
5'3 per cent annually, but that on roads is expected to 
grow by 5-5 per cent. 

Whether or not these planned figures represent the right 
order of priorities is a matter on which there is ample 
scope for disagreement, even within the Cabinet itself. 
What is noticeably lacking in the White Paper — or any- 
where else~is any reasoned statement of the criteria 
against which the relative merits of these planned expendi 
tures can be matched. Is it inevitable that government 
should determine the allocation of over half the gn. P: 























The inspectors’ second interim r 
port, published earlier this year (7) 
Accountant, April 13th and 20th 
also the subject of pending litigat 
and Mr Maxwell’s legal costs to d 
have been estimated at £50,000; 
third and probably final report ` 


evidence to the understood to be well advance 


A appointed by the 
DTI to investigate the affairs of 
Pergamon Press ~ Sir Ronald Leach, 
C.B.E., F.C.A.„, and Mr Owen Stable, 
g.c.~ had succeeded in being ‘emi- 
nently fair’, Mr Justice Wien ruled 
in the High Court last week. Mr 
Robert Maxwell, former chairman of 
Pergamon, had no just cause of com- 
plaint, and not a single allegation of 
unfairness had been substantiated. 
The Court dismissed Mr Maxwell’s 
application (The Accountant, No- 
vember 30th) for an order to declare 
the Inspectors’ report void, and an 
‘injunction to restrain the inspectors 
from making further use of its contents. 
He would not grant an injunction, 
said the judge, when the inspectors 
were under a statutory duty to do what 
Mr Maxwell was trying to restrain 
them from doing. In the course of a 
long and carefully-considered judg- 
ment, he remarked further that Mr 
Maxwell had placed almost every 
conceivable obstacle in the path of the 
inspectors, who had had a difficult 
task in their inquiry. 


inquiry had shown him to be ‘very 
adroit at extricating himself from 
what he readily conceded was an 
awkward situation’; the inspectors 
‘were absolutely justified’ in rejecting 


the view that he was a man of little 


education who left every technical 
matter to his professional advisers. 

A statement issued on Mr Maxwell’s 
behalf immediately after the judg- 
ment suggested that an appeal would 
be entered as soon as possible, and 
sought to contrast the present judg- 
ment with that of Forbes, J, on an 
interlocutory application in the same 
matter (The Accountant, October 7th, 
1971). On that occasion the Court, 
while raising a possibility that the 
inspectors had failed adequately to 
direct themselves in natural justice, 
said also that Mr Maxwell had been 
asking for ‘much more than he was 
entitled to’ and that the matter was 
not a proper one for interlocutory 
relief without a strong possibility that 
Mr Maxwell would succeed in the 
main action. 


though it is not yet possible to indica 
when or if it is likely to be released fo 
publication; the decision on this latter 
point rests, of course, with the Depar 
ment of Trade and Industry. 



























Commemorative 50p 
Piece for Europe 


COMMEMORATIVE design of 

sop piece to mark British accession 
to the European Economic Communi 
has been approved by proclamation 
under the Coinage Act 1971, and will 
be available in the New Year. ‘Two 
versions of the coin will be struck, 
both in cupro-nickel. 

The first will be of ordinary coina 
standard, and will be issued be th 
banks to meet demand for 50p coir 
in normal circulation; the second will 
be a ‘proof’ coin individually packed 
as a collector’s item and available from 
the Royal Mint Numismatic Bureau in 
Edinburgh. Information on how te 
obtain the proof coin will be a 
nounced in the press in the New Year. 








BIS 


-Registered Office 
Addresses 


ROFESSIONAL firms commonly 

provide registered office facilities 
for a number of client companies — 
information which, as from January 
ist, next, will be required to be shown 
` op those companies’ letterheads. An 
announcement this week by the In- 
vestigation Committee of The 
_. Institute of Chartered Accountants in 
éngland and Wales reminds member 
firms that the statutory disclosure is 
limited to the address of the registered 
office, and that for the firm’s name to 
appear on the letterhead of a client 
company in these circumstances would 
constitute an infringement of the 
Institute’s established rules on per- 
sonal publicity. 
The full text of the announcement is 
“as follows: 



























‘Among the changes in British 
_ company law to bring it into line with 
EEC practice which will come into 
effect when Britain joins the European 
Community is the requirement that 
` from January ist, 1973, companies will 
have to show on business letters and 
order forms their place of registration, 
registered number and the address of 
their registered office. 

“The attention of members is drawn 
to section E3, paragraph 48 of the 
Members’ Handbook, which states that 





it is not permissible for a member’s 
name to be shown on a client’s note- 
paper. Members should, therefore, 
make it clear to company clients that 
their names should not be included on 
company stationery, but that the 
particulars given should be confined 
to the address.’ 


In Favour of Profits 


FOR a significant proportion of the 
community the term ‘profit’ has 
unfortunate connotations. Whereas for 
the accountant the term signifies the 
difference between revenue and ex- 
penditure incurred in earning the 
revenue, for the critics ‘profit’ is 
synonymous with exploitation, specu- 
lation, selfishness and greed. It has 
become, in short, a ‘dirty’ word. 

In an attempt to clarify the emotion- 
ally charged concept, Professor Flew, 
of the University of Calgary, reviews 
in a paper entitled The Profit Motive 
(Foundation for Business Responsi- 
bilities, 4op) the classical origins of 
current misconceptions dating back 
to Aristotle. The dislike of usury is 
about as rational as the distinction 
drawn by more recent commentators 
between production for ‘profit’ and 
production for ‘use’. It seems self- 
evident that, without some use for the 
product, there will be no profit. 








According to Professor Flew one: 
may just as well talk about the wages 
motive as about the profit motive. The 
forces and influences which make men 
seek to acquire income or profits are 
as many as they are diverse. On the 
same plane of irrationality is the belief 
that public ownership per se is superior 
to private ownership. Doubtless for 
the minority which benefit from it in 
some societies this is true; it should 
not be overlooked, however, that the 
few benefit at the expense of the many. 

There is undoubtedly an urgent 
need for clarifying public thinking on 
the nature of profit in the modern 
economy. In so far as the rate of profit 
does provide some indication of the 
efficiency with which economic re- 
sources are deployed, there is every~ 
thing to be said for maintaining the — 
profit motive. The least that needs to 
be done is not to regard the provision 
of social benefits for a minority at the. 
expense of the majority as a satisfactory 
substitute for profit making. 


Call for Registration of 
Profession in Belgium 


VW: in 1970 the Council of the 
Association Nationale des Comp- 
tables de Belgique was elected for a 
three-year term, M Amand 
Coekelberghs, the Vice-President and 
Chairman of the Public Relations 
Committee, was given the task of 
making known the requirements of 
accountants regarding legal recogni- 
tion of the profession and for regulat- 
ing conditions of entry. In a recent 
issue of the Association’s journal 
Echo, he makes an eloquent. plea for 
the registration of accountants not in 
independent public practice but who 
are working under a contract of 
employment. 

There is an urgent need, he says, 
for the responsibility of accountants 
working for business concerns to be 
recognized both legally and by the 
accountants themselves. At present 
they are in a weak position because 
their numbers are small, and although 
they do not buy, produce or sell, the 
accounts they produce must be correct. 

When a new Government was 





- Mr G. R. Appleyard, F.C.A., President of The Chartered Accountant Students’ Society of 
London, pictured on the occasion of the Society's annual dinner held on Monday of last 
week at the Hilton Hotel, with right, Mr Richard Vinson, B.A., Chairman of the Society, and 
Mr John Anderson, MA. A CA. Barrister. A report of the dinner, with other pictures, appears 
elsewhere in this issue. 


formed last January a programme was 
drawn up with the slogan ‘revive the 
economy’, points in this move being 
the registration of accountants and 
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the form of company balance sheets. 
Since then, the Central Economic 
Council has expressed its opinion 
about a uniform accounting plan, and 
the profession has learnt with satis- 
faction that the general accounting 
plan put forward by the Collège 


“ACCOUNTANT 


decision on major issues until Great 
Britain became a full member of the 
EEC. Discussing the problems of 
dealings in international securities, 
the German brokers said that the 
point of view of the London Stock 
Exchange, as a major international 








centre, should be taken into account 
in any further discussions. 
Entries for the 1973 Stock Exchange 
Finance Game for schools have now 
closed with an entry of 290 teams from 
192 schools. The game is based upon 
the most effective investment of a 


National des Experts Comptables de 





Belgique has been under considera- 
tion, There still remains, however, 


| NUMOUR by Smethurst 


notional sum of £25,000, and on 
written answers to a number of invest- 
ment questions. The 1972 winners: 








the need for accountants to be statu- 
torily recognized in order that they 
may apply the plan. This is necessary, 
it is stated, not only to check tax 
frauds but to ensure the production 
of clear and accurate accounts. 





Investment in the EEC 


EMBERS of the Association of 
ViGerman Stock Exchanges last 
month. resolved that it was ‘vitally 
important’ not to take any further 


HE’S LOSING 
HIS CREDIBILITY 





were Loughton College of Further 
Education. 


Expanded Canadian 
Research Programme ` 
SIGNIFICANT step in expanding 
substantially the research activities 
of the Canadian Institute of Chartered 
Accountants was taken this past week 
by its Board of Governors. A decision 
was reached to split the Institute’s 
Research Committee into two groups ~ 








an Accounting Standards Committee 





THIS IS MY LIFE 


Once Is Enough 


by An Industrious Accountant 


N detailed forms on which to set out our plans for our 
more promising subordinates’ future careers. Obviously 
such far-reaching prognostications must be based on joint 
thinking, so we conduct a series of interviews whereby 
talents are evaluated and ambitions encouraged or deflated; 
we call them the ‘carrot-and-kick’ talks. Nobody really likes 
them very much. 

So it was a pleasure to listen to the financial accountant 
rather nervously outlining his hopes and fears. He’s the 
ideal man to assess, able, anxious to please but not too 
deferential, conscious of his undoubted efficiency but 
willing to have it guided. We looked several years ahead, 
planning rotations and training, and wondering whether 
a directorship would ever be possible. I began to feel like 
Socrates with his students sitting round his feet. 

Actually, his well-brought-up politeness was probably 
due to the generation gap rather than to lack of spunk. He 
has plenty of that when needed; I saw him once almost at 
Bertie’s throat when that devious salesman tried to cook his 
forecast... . 

` Finally, I asked whether he had any personality problems, 
whereupon he unburdened himself. He’d just had a blazing 
tow with Gregory, his deputy. Apparently he’d rated 
Gregory as an ‘extremely good’ performer in the two 


| RpPARING each year-end we senior executives are given 


previous assessments, as a result of that eager-beaver’s 
improved work. This time he rated him with meticulous 
precision as ‘satisfactory’, because the level was maintaine 
but not exceeded. 
Admittedly, such adjectives are imperfect at the best. 
times and must be eked out with qualifying clauses 
Admittedly, also, they carry different connotations to 
different ears and are subjective at best. Be that as it may 
Gregory blew his top. He claimed that he’d been aspersed, 
that the inference was one of lack-lustre effort or limited 
achievement, thus resulting most probably in a reduced 
salary increment in January. g 
The FA endeavoured to explain that the ‘extremely good 
was evidence of high level work and that ‘satisfactory’ mean! 
just as good but not any better. Gregory argued that th 
corollary was the necessity to break new records every year, 
and that the bar was always lifted for the next jump. Tha 
way, even the ablest employee could never win. 
They're both much of an age, so no generation gay 
existed to curb them. They lost their tempers and thei 
dignity. The FA had threatened to downgrade the blastec 
report right away since Gregory was so unbalanced am 
unreasonable; Gregory flung back ‘exploitation’, an 
‘injustice’. If old Irene hadn’t poked in her head to sa 
‘black or white coffee?’ they'd have rioted. me 
I put the fingertips together and tut-tutted sapiently. I 
he thought I’d rush wildly to get him out of his mess be 
could think again, the poor mutt, I reflected; but all- 
uttered was a warm injunction to seize this opportunity to 
act like a manager. Gregory was obviously confused; just 
re-assess his problem and straighten him out. À 
Off the record, the FA’s predecessor once tried to solv 
similar problems by rating all his geese as swans, thu 
passing the buck to me. As Kipling has it: “Once, my 
brethren — only once!’ 








and an Auditing Standards Committee 
“e= to increase’the number serving on 
- these two groups by at least a third 
and to augment basic research by 
= commissioning more studies by aca- 
demies and business specialists. Both 
_ new committees will be given the 
authority to issue official pronounce- 
_ ments in their respective areas. 

ooo An important innovation will be 
made by inviting other organizations, 
including the Financial Executives 





Institute of Canada, the 


, General | 
Accountants Association, and the 


Society of Industrial Accountants, to 
the new 22-man Acpotinting Stan- 
dards Committee. 

“In making the announcement on 
behalf of the Board of Governors, 
CICA President A. J. Little said that 


the new research structure, which will 


cost an additional $200,000 per year, 
bringing the cost of the programme to 
over $500,000, should be in full 


operation within four months. 





Staff 
support for the new committees will 
be substantially increased from that 
now. being given to the Research 
Committee. 

The reasons for this expanded 
programme are the concern of all ` 
accountants for more research and ` 
guidance in the complex area of 
financial reporting and greater at- 
tention in the formulation of account- ` 
ing principles. 



















by M. G. WRIGHT, B.Com., A.C.C.A., F.C.1S. 


ANY European companies, including those in the 
VtUnited Kingdom, publish regular interim reports on 
‘the course of their business between annual reports. Such 
eports may be mandatory by law or provided in accordance 
ith the requirements of regulatory bodies ~ e.g., in the UK 
e London Stock Exchange — or they are provided out of 
nlightened self-interest. Because of varying legal and other 
equirements such reports take a variety of forms and 
content. In view of this country’s accession to the Treaty of 
tome, there are considerable advantages in trying to reach 
ommon standards of corporate reporting throughout the 
nlarged European Economic Community. 

_A step in this direction has been taken by the Fédération 
uropéenne des Associations d’ Analystes Financiers whose 
titish affiliate is the Society of Investment Analysts. The 
cond report of the Corporate Information Committee of 
ne Federation sets out standards for interim reporting 
yhich it thinks ought to be adopted throughout Europe and 
neludes comments on the current practice in a number of 
countries. 





requency of reports 


“he report distinguishes between regular reports and 
reports on exceptional events. The former should be at 
least gt-half-yearly intervals, with a distinct preference for 
Itimately adopting a standard of quarterly reporting on the 

all Street model. The latter shoitid be used as and when 
equired to release information to the public immediately 
event occurs, so avoiding one section of the com- 
nunity enjoying advanced notice. 

‘Where the company is subject to seasonal influences, it 
hould be able to use discretion in breaking up the year 
nto different reporting periods, such as eight months plus 
four months. 
= Itis important that figures for the corresponding period of 
-the previous year be shown in the same form as those now 
` being presented, which in some cases will mean that they 

differ from those originally published, e.g., where there has 
been an acquisition. Where quarterly reports are issued, 
cumulative ‘year to date’ figures should also be added. 















Standards for Interim Informa tion 





Matters which should be included in the report are shown, E 
in Table 1. . 
Table 1 


. STANDARDS FOR PERIODIC INTERIM REPORTS: 


7. Presentation 
Half-yearly reports 
Quarterly reports 


1 

2 

A Comparable figures for the corresponding period of 
the previous year. 

4 

5 


Same accounting principles as in the annual reports. 
Rapid publication (six weeks or less). 


2. Table of Results 
Sales. 
Provisions for estimated depreciation. 
Trading profit. 
Provision for estimated taxation. 
Net profit. 
Net profit per share. 


3. Financial Situation 
Comments on liquid position. 
Indication of inventory changes. 
Long-term debt. 


4, Recent Developments 
Effects of acquisitions and disposals. : 
Comments on capital commitments and their findicing: 
Comments on new products (services) and discoveries. 


5. Outlook 

Prospects for rest of the fiscal year. 

Anticipated consequences of recent economic, RE 
or social events for the company. 

The table of results will show external sales and whether 
or not excise duties and sales taxes are included or ex- | 
cluded. Trading profit is defined by the Federation ae ` 
‘profit resulting from industrial and commercial operations, 
after depreciation, but before financial revenues and 









arges, extraordinary items and taxes’. Profits per share 
ould be shown both factual and fully diluted. 

Where there are major changes in the figures or de- 
ations from previous trends these should be explained. 
The financial situation section should comment on 
e liquid position and changes since the last balance 
eet. With each of the three items included in this section 
may. not be possible to provide exact figures. In such 
ses it is preferable to provide an approximation or 
dication of prevailing trends rather than not to comment 
all. 

Comments on recent developments should show where 
e business has changed physically or in concept since 
e last report. The actual or prospective effects of signifi- 
nt acquisitions or disposals should be commented upon. 
he opportunity should also be taken of updating pre- 
ously-provided information whether in previous reports 
' part of normal press information. 

Qutlook is concerned with the future. Any forecasts 
ade at the time of the annual report should be reconciled 
ith the figures now being published, and prospects for 
ie remainder of the year given. The effects of any major 
wironmental change upon the company should also be 
mmmented on. ` 


on-periodic reports . 
ny ‘event of an exceptional character which is likely to 
fect the smooth running and future prospetcs of the 
usiness or which might influence investor decisions 
would be immediately reported to shareholders and the 


ublic. Events which fall within this definition include: 


(a) Fire, strikes, nationalization, lawsuits. 

(b) Discoveries, e.g., natural resources, production techniques, 

products. 

(c) Changes in the nature of the activities. 

(d) New co-operation agreements for research, production or 

marketing. 

(el Substantial acquisitions or sales of assets or shares. 

(f) Structural modifications. 

(g) Important organizational changes. 

(h) Changes in control or management. 

(i) Mergers or take-over bids, increase in share or loan 
capital, free issue of shares, changes in dividend policy. 

(j) Delays in the publication of periodic information. 


tequirements in various European countries 


fermany. There are no legal requirements, all reports 
eing made on a voluntary basis. About half in number of 
uoted companies present interim reports. On the basis of 
yarket capitalization this rises to go per cent. A committee 
f stock exchange experts includes the quality of interim 
eports in its work, with some success. 

The stock exchange rules are broadly in line with the 
‘ederation proposals, those companies which comply 
eceiving a special ear-marking in the official stock exchange 
rice list. Where no interim information is provided or it 
loes not meet the stock exchange rules, the companies 
re thus distinguished from those that do comply with the 
equirements. 


{ 


Belgium. There are no legal requirements and — except 
where there are statutory controls, e.g., public utilitie 
loan companies, etc. — the position is generally unsati 
factory. 

France. A decree of March 23rd, 1967, requires quote 
companies with assets exceeding Frs ro million to publish 
in the Bulletin d’ Annonce Légales Obligatorres : "E 


quarterly turnover within 45 days of the end of the quarter; 
a provisional balance sheet at the end of each half-year, 
within four months; and mE 


annual accounts within four months of approval by share- 
holders. 


The disadvantages of the system are that only figures 
are included with no comments, and they are published 
a paper which the public does not read. Few compani 
supplement it with letters to shareholders. 


United Kingdom. There are no legal requirements in the 
JK the regulatory body being the Stock Exchange, 


\ London. The latter requires half-yearly reports on thi 


i 

| 

| 

| 

| 

H 
rf 
\ 
\ 
H 


| following: 


(a) Profit or loss after all charges including taxation. . 
(b) UK and overseas tax charged. 


(c) Amount of (a) attributable to shareholders in the holditig 
company where appropriate. 


(d) Extent to which (a) has been affected by special items. _ 
(e) Rates of dividends paid and proposed and their cost. ` 
| (f) Comparative figures for (a) to (e). 


| (g) Any supplementary information necessary for the reago: 
i able appreciation of the results. i , 


\ While there are some deficiencies, the committee fou 
that the general standard of reporting was much higher than 
the basic requirements. 

Sweden. A proposed bill for corporate reporting was pu 
forward in 1971. It provides that at least one interim repor 
should be issued containing the following information: -> 


Sales 

Dividends received 

Net interest 

Profit and losses from sale of fixed”assets 
Gross investments 

Liquidity position 


Average number of employees r 


Switzerland. Swiss company law makes no provision fo: 
interim reports. This position is currently being reviewed 
Very few corporations provide interim information an 
that provided is usually limited to general remarks abou 
current trends. 


Conclusions 


This is a topic which will undoubtedly receive commen 
from a number of quarters, not least from the profession. 
There is no doubt, however, that the trend in the near 
future will be towards the provision of much more. in: 
formation and it is one that merits serious attention now, — 





: Corporate Tax Systems in the EEC 


S 5 — Germany 


` by TERENCE WEBB, with Arthur Andersen & Co 


HE German tax year ends on December 31st. The basis 
period for companies is therefore the company’s ac- 
counting year ending in the tax year. 

Non-resident companies are taxed if they transact 
business in Germany through a branch or permanent 
establishment. Such profits are taxed at 49 per cent, with a 
‘surcharge of 3 per cent imposed on the tax payable in 
order to help the Federal budget reduce its deficit. 

































Residence 


Resident companies are those that are either incorporated 
or managed and controlled in Germany. As such they pay 
ax on their world-wide income. The rates of tax are 51 per 
cent on undistributed profits, 15 per cent on distributed 
profits (but the minimum effective rate is 23-5 per cent as 
he tax payable is not a distribution), and the 3 per cent 
surcharge. Certain companies are taxed at different rates. 
These companies are those owned at least 76 per cent by 
ndividuals whose shares are not quoted on a stock ex- 
change, and whose assets are less than Dm.5,000,000. 


Payment of tax 


Tax has to be paid in quarterly prepayments throughout 
the year; such payments are based on the previous year’s 
assessment. An annual return has to be filed by May 31st 
of the following year. 


‘Taxable income 


_ For the purposes of computing taxable income, if a resident 
company has owned at least 25 per cent of the capital of 
another resident company since the start of the tax year, 
then any dividends it receives are exempt from tax. If 
these dividends are not distributed to shareholders, they 
re taxed at 36 per cent. Stock must be valued at the lower 
of cost or net realizable value, but a reserve for price 
ariation can be deducted if there is an increase of 10 per 
ent since the last financial year-end. 
_ If a deduction is gained for tax purposes, the reserve 
must flow back to taxable profits within six years. Capital 
gains are taxed as normal corporate income, but on some 
_types of fixed assets any gain on disposal can be ‘rolled- 
over’ against the cost of a replacement asset. 
_ Deductions for tax purposes cannot include any emolu- 
ments of the supervisory directors. Reasonable wages for 
` managerial directors and staff are allowable, as is interest 








Previous articles in this series appeared in The Accountant for 
- November 23rd (Belgium); December 7th (France); December 14th 
(Italy); and December 21st (Netherlands). 


if paid at a reasonable rate. A reasonable management 
charge by a foreign corporation is also allowed. 

Depreciation, if recorded in the company’s accounts, 
is allowed on a straight-line basis, but movable assets can 
be written off on the declining balance method at a rate, 
double that on the straight-line basis, up to 20 per cent a 
year. Usual rates for buildings are 2 per cent, plant and 
equipment 10 to 20 per cent, and vehicles zo to 25 per cent, 
with commercial vehicles qualifying for 33:3 per cent per 
annum. Accelerated depreciation allowances are available 
on assets used in scientific research, ships, aircraft, mining 
and on assets employed in businesses located in West 
Berlin and near to the East German border. 


Loss relief and withholding taxes 


Trading losses can be carried forward for five years for tax 
purposes, but there is no carry-back. Tax at 25 per cent is 
withheld on the payment of dividends; for resident re- 
cipients, it can be credited against the corporate income tax. 
The rate applicable to U.K. resident recipients is 15 per 
cent, but where the dividends are received by a. UK 
company which owns 25 per cent or more of the paying 
company’s voting shares, the rate is 25 per cent. Interest 
is subject to a withholding tax of 25 per cent, but under 
the terms of the UK German tax treaty, this is refunded 
to a UK resident recipient. 

Royalties suffer withholding tax at 25 per cent on pay- 
ment to non-residents. Under the tax treaty, however, they 
are not taxed when paid to UK residents although value 
added tax at 11 per cent is imposed. 


Local taxes 


A tripartite business tax is imposed by the municipalities : 
5 per cent on business income, 0-2 per cent of net worth, ` 
and o2 per cent of payroll. Coefficients vary between 
municipalities but they average 300 per cent on business 
income and net worth and 600 per cent on payroll, so the 
effective tax rates are 15 per cent, o-6 per cent and 1-2 per 
cent respectively, 

For this purpose, income is computed as for the cor- 
porate tax except that interest on long-term loans cannot 
be deducted and profits from foreign permanent estab- 
lishments are excluded. On January 1st of each year, a 
net worth tax of 1 per cent is levied on net business assets, 
but the value of 25 per cent or more holdings in resident 
companies is excluded. The rate can be reduced where the 
ensuing liability is less than under the Equalization of 
Burdens Levies, complex taxes of limited application. 

A tax is also imposed on the assessed value of real pro- 
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Abig bonus for your 
self-employed clients! 


‘Time Assurance double the vesting bonus on their 
Personal Pension Bonds. 


Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 

Aga result of the latest actuarial valuation, the 
` vesting bonus is increased from £1 % per annum to 
£2% per annum of the basic pension. This means that 
_ in projecting the estimated total pension at pension 
age we can now add a total of 5% to the basic pension 
` for each year up to pension age (interim bonus of 3% 
per.annum plus vesting bonus of 2% per annum). The 
` interim bonus also continues to be added after the 
` pension has commenced. 


Amount of pension (to nearest £) for men retiring at 65 

Ue paying a premium of £100 a year from different ages of 

entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2% per annum. 


Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 


Cash option at 


Pension at 65 , 
pension age 





Total 
Guaranteed| Pension at 
Age next | Basic 65 with 
birthday | Pension | estimated 
bonus 
£ 
4375 
3121 
2185 
1494 
4002 
922 
847 


Adjusted 


Tax-Free Total 
Atage 70 | Atage 75 Cash Sum | Pension 


at age 65 





£ 
4713 
3428 
2420 
1663 
1133 
1046 
962 
885 
DN 
742 
677 
616 
558 
504 
453 
406 
362 
320 
281 
245 
212 
181 
152 
126 
101 

















if you select age 65 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and 5 show 

|. the-effect of bonus additions after your pension has commenced. The figures in 
=the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute part of your normal pension for cash. 





Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service. 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 


all ages. 
mmm em ON RNS CRY OT EN ORG EE WEI I ESAPI EECH CON AI mmm NN RN, 


TO: TIME ASSURANCE SOCIETY 


56 Moorgate, London, EC2. Tel. 01-628 7546/7. 


Manchester Office: 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299/061-624 9955. 


I 
| 
Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-2257799. | 
Please register me/us as Agent(s) of Time Assurance Society, I 
i 

i 


wl 


and send a supply of Pension Bond literature. 
TA/DEC 28 
m BLOCK CAPITALS, PLEASE 


anesenesnsoneccsuranseennns seovanaavasbenyesaneavernneevanseravarreanssintenebinentgnseainntnennssahansereasn 





- (TOUN AL A AA A E RER DER SN A H SN ER 





DATE ESTABLISHED... esses 
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Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and ~ without any 
form-filling ~ study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 


More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. ~ up to £5,000; Overseas — up to 
£10,000. 


Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 


_ Director. Salaries: up to £7,000+-. 


Temporary Staff: M. Farrer, 01-628 0391. 
Terms are better than is usual for temporary assignments. 


EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me now and 
I shall let you know within the hour. 

R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


47 Finsbury Court, Finsbury Pavement, London EC2A 1HT 


SPICER and PEGLER’S 


PRACTICAL AUDITING 


Fifteenth Edition 


Walter W. Bigg, F.ca 


This volume deals with the provisions of 
the Companies Act 1967 in detail. Material 
is also included on modern auditing aids 
such as the techniques of flow-charting, 
statistical sampling, the use of specialised 
questionnaires, and developments in case 
law affecting auditors. The material on the 
audit of E.D.P. systems has also been 
considerably extended. 


Price £2 Post free £2-25 


HFL (Publishers) Ltd 


9 Bow Street, London WC2E 7AL 





Capital Choice 


the £82 ,000,000 society 
with the ‘personal’ touch 


LEEDS & 
HOLEECE 


Head Office: HOLBECK HOUSE, 
105, ALBION ST., LEEDS LS1 SAS, 


London Office: 73 KINGSWAY, LONDON W.C.2. 
Branches and Agencies throughout the country. 


Member of the Building Societies Association. 
Authorised for investment by Trustees. 


Staffordshire Potteries 
(Holdings) Limited 


Highlights from Chairman’s Statement 
at Annual General Meeting, 19th December, 1972 


Against a background of record profits before tax of £290,691 for the 
previous financial year the board decided to diversify into dinnerware and 
broaden its base to cushion any falling off in demand in future years for its, 
range of tea sets and mugs. which have constituted its success in the past 
few years. 

Due mainly to loss of profits arising from greater than expected teething 
difficulties with our new concept of dinnerware ‘Kilncraft’ aggravated by 
the power cuts in February and March, resulting in Kilncraft not going on 
to full stream production until after the end of the financial year our 
results were disappointing being a profit of £50,479 before tax. 

I have nothing but praise for the work force, staff and executives for the 
way they have performed during a difficult year, and as the maintenance ` 
of the dividend of 25% for the year shows the board have no grounds for 
despondency since demand for our products will necessitate provision for 
still further production. facilities, packing space, and extra warehouse 
accommodation to facilitate prompt delivery to our customers. 

For the first time in our history our sales exceeded £3,000,000 of which 
export sales account for some 23% of total sales. Our order book is in an 
extremely healthy position, our two Canadian subsidiaries — Staffordshire 
Potteries (Canada) Limited and Multiple Sales Limited, have both achieved 
excellent results during the year, ; 

Although it is too early to say what effect the Government imposed 
restraint on prices and incomes will have, sales for the five months to the 
30th November, 1972, have increased by 22% over the corresponding 
period of fast year. 8 
After long negotiations, we finally agreed terms with 
Stoke City Corporation for the purchase of the 
reversionary interests. of our existing leasehold 
factories and the adjacent freehold land in excess of 
20 acres. r 

Your company will/have.a valuable asset of some 37 
acres of freehold land and buildings. 
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erty. The nominal rate is 1 per cent, but again the rate is 
ncreased by municipal coefficients. When real property is 
ransferred, a tax of 7 per cent is imposed on the acquisition 
in either its purchase price or its assessed value. Further taxes 
re assessed on capital transactions, insurance, notes, etc. 


social security 

social security contributions have to be paid in proportion 
o an employee’s earnings. Amounts are paid equally by 
mmployer and employee. Sickness insurance cover has to be 
riven to all wage-earners and salaried staff who earn less 
han Dm.1,425 a month, at the rate of 8 per cent on 
sarnings. Those earning salaries greater than the limit are 
‘eimbursed up to 50 per cent of the cost of private insurance, 
ip to a maximum of Dm.57 a month. A contribution 
owards compensation for unemployment is payable at a 
ate of 1-3 per cent on earnings up to Dm.1,g00 a month 
vhereas retirement pensions contributions are 17 per cent 
of earnings (with the same maximum). 


Principles of Accounting 


fAIRLY early in the course of a unique publication on 

a matter which should be of immense importance to 
ill who believe in accountancy as a profession! it is sug- 
yested that periodic earnings are determined by the 
comparison of balance sheets after a provision for the 
naintenance of capital ‘to reflect the effects of significant 
nflation’ and after allowing for additional investments by 
ywners and distributions to owners. 

Now this is not an original thought. Indeed, the principle 
s enshrined in the judgment of our Courts in a well- 
snown case, though perhaps in a less developed manner. 
Yet it is right to come back to fundamentals when we seek 
o confirm principles. Practices may be adopted from 
convenience, or to avoid worrying about matters of 
zonscience. Worthy committees too often pronounce on 
methods and practices on a basis of what has been practised 
rather than to seek true values. Without vision the nation 
will perish. If we are to criticize ourselves, perhaps we 
could agree with the authors of this book, that accountants 
have too often asked ‘How?’ but too seldom have asked 
‘Why?’. 


Awkward questions 

Again, one must admit that this sort of questioning is 
awkward, even uncomfortable. It forces us to consider not 
only existence, which accountants are not bad at estab- 
lishing, but also value, about which they are less assured. 





` Objectives of Financial Statements for Business Enterprises, Arthur 
Andersen & Co, 1972. 


ACCOUNTANT ` 


g (Background to accounting statements 
i The Arthur Andersen book contains a useful historic 


























Value added tax KC 


A value added tax is normally levied at 11 per cent on goods 
and services in Germany, but this is reduced to 5-5 per cent 
for food products. 


Incentives 
Up to December 31st, 1972, there are certain incentives fo 
investment in developing countries. ‘There is a tax deduc- 
tion of 15 per cent granted on investments in the first year, 
and a deferment of tax for 6 years on profits up to 42°5 per 
cent of total investment but afterwards the deferred tax is 
assessed in annual instalments. es 

If a company has a principal place of business or manage- 
ment, or a permanent establishment of at least 25 employees 
in West Berlin, there is a 20 per cent reduction in t 
corporate tax payable on the profits from the West Berl 
business. Also, if the business acquires depreciable movable 
assets in West Berlin, there is a governmental investmen 
bonus of 10 per cent on the cost. 


How Valid Are They 
by ROBIN WALDRON, F.C.A., F.C.C.A., C.l | 


It means that the balance sheet is not just the items. | 
over when the profit statement has been prepared. I 
alters the relative importance of the accounting statements 
It is all of nine years since I wrote a modest article fo 
The Accountant’s Magazine, which I entitled “The 
balance sheet — Can it really tell a story?’. ECH 

This approach has other far-reaching results. It neatly 
solves the difficulty of ‘reserve accounting’ ;(accountants 
have moved far too readily from the problems created b 
reserve manipulation — especially undisclosed variations 
as in the earlier part of this century ~ into the over-stric 
application of rules on reserves and. provisions. “These 
two are not so far apart as we like to think them! It call: 
for explanations of the factors operating in the perio 
variously increasing or reducing the ascertained value 
at the end date. Above all, it is capable of being understood 
by non-accountants. 


section, reminding us that Christians were not permitte 
to charge interest in England until 1839, so that the 
emergence of a capitalist structure, with creditors providing 
capital without being involved in the actual management | 
of a business, was held back. In consequence, money 
lending was the resource of many businesses, and very little 
needed to be done to provide financial information for th 
outsider. This situation also meant that those for whor 
statements were prepared were inclined in general t 





z 824 


welcome a conservative view of assets and profits, under- 
statement leading to a greater feeling of being covered on 
the part of lenders. } 
. There then emerged a circular problem whereby the 
Courts sought the views of accountants on principles and 
-> practice, while accountants sought to test matters through 
‘the Court decisions recorded during, in particular, the 
closing years of the last century. Generally speaking, the 
Courts were concerned with the distinctions between 
capital and_reyenue, but nevertheless felt that ordinary 
‘principles of business and commerce were the right rules 
` toapply. | 
- a In the United States, the emergence of the Securities 
"` and Exchange Commission to implement the laws of 1933 
and 1934, the activities of the American Accounting 
_. Association and the formation of the Accounting Prin- 
- ciples Board by the American Institute of Certified Public 
-Accountants all tended towards the concept of ‘generally 
accepted principles’ now regarded as the basis of good 
accounting and good auditing. , 











- Does ‘generally accepted’ mean ‘correct’? 
Now it is the purpose of the authors of this book to question 
_ the present position. They believe there has been developed 
` a complex structure of theory without first obtaining the 
eneral agreement on objectives necessary to validate these 
‘ules. As they put it, ‘methods have become objectives’. 
tie true, as is pointed out, that accountants now say that 
nancial statements ‘do not purport to present values but 
ather purport to present cost’, and The Institute of 
Chartered Accountants in England and Wales has said 
A balance sheet is . . . mainly an historical document 
hich does not purport to show the realizable value of 
_assets’ and further, ‘thus, a balance sheet is not a statement 
of the net worth of the undertaking’.* ) 
In 1952 The Association of Certified Accountants 
` published a booklet called Accounting for Inflation. The 
` Association and the then Society of Incorporated Account- 
< ants and Auditors agreed broadly together, and both 
` criticized the English Institute for its dismissal of the need 
' for inflation accounting in its Recommendation N 15 that 
year. Thus, at the time when the profession should have 
` Jooked for an objective, it turned aside to examine instead 
the difficulties of a method. 
When my own article, on the need for the balance sheet 

to be more meaningful and to show an indication of 
value as well as of existence, was published in 1963, there 
` was little reaction. If I am to declare a personal bias, 
therefore, it is that I am more than half-way towards the 
` point and the purpose expressed by the authors of Objectives 
` of Financial Statements for Business Enterprises. 

“(It is, of course, true that those disagreeing with the 
` concept of valuation as a sound accounting principle will 
say that valuation is a matter of opinion whereas cost is 
- factual. This, however, is a matter of degree. Depreciation, 
-stock and work in progress, doubtful debts are all estimates 

and no accounting is anything like as precise as we believe 
— or would like to believe. 

The book then turns its attention to an examination of 
establishing the basis on which the valuation concept can 
be applied to balance sheets and income statements. The 


2 Recommendation N 18, The Accountant, November 15th, 1958. 


































valuation process, it is stressed, is to be based on economic. 
resources and not on the rights and equities in those 
resources. 


Balance sheet 


{The position of the balance sheet as the more important 
statement under successive Companies Acts has in fact 
done little to enhance its true importance. Most a¢countants 
concentrate on the income statement, but do not explain 
to the outsider by indicating the factors leading to the 
results disclosed. Thus new disclosures called for by the 
authors of the manual are those which contribute to 
understanding however presented. ` 
` The form-ortayout is-therefore less important than the 
relevance of the material disclosed. {This is something 
which may be of some importance in considering the rigid 
forms of presentation being suggested for the European 
Community. 

A basic income principle is suggested to be that a 
transaction is not completed until ownership is trans- ` 
ferred completely to another‘ A further principle should 
be that full provision should be made for the maintenance: 
of capital in times of inflation. The authors add that there 
should also be a statement of management goals and plans 
for the future.’ They outline in detail the disclosures 
which they feel are appropriate to a set of accounting 
statements combining the purposes and methods they 
recommend. 


Practical implementation 


“Examples of the application of the proposed method are 
given by way of illustration, e.g., stock-in-trade and work 
in progress, investments and (in particular) depreciation on ` 
economic bases. There is indeed a cogent argument for 
better rules on depreciation as ‘an integral part of asset 
valuation rather than as merely a cost dan 

It is true that all this involves ‘playing fair’. Some of the 
bases may — indeed will — be more difficult to verify in the 
course of audit. That of itself is not necessarily a criticism 
of the proposals. Auditors have had to cope with problems 
of assessing stocks and debtors for years with some measure 
of success. 

This is, however, a subjective part of the field. Auditing 
is not the theme nor the purpose of this provocative 
publication, which concentrates on ‘accounting by ob- 
jectives’. There is always room for a debate on true prin- 
ciples and on the proper purpose of public reporting. 
The sponsoring of occasional papers by eminent firms 
ought to be encouraged and given a wider platform than it 
has at the moment. 

Perhaps there will be a response, perhaps a debate. 
Following on the ‘cash flow’ presentation advocated within 
the last two years, and the setting up of the ASSC, we 
have already seen the UK profession looking at itself 
critically. Yet there must be no barriers to debate and it is 
yet to be hoped that the discussions engendered by the 
partners of Arthur Andersen & Co will continue wherever 
accounting is practised. 

Trying to reform is often like dropping a pebble down 
a very deep well; this deserves a great deal more response. 
I have already disclosed my own bias, and confess myself 
deeply encouraged by the book. 









Taxation 
Cases 








Haddock v. Wilmot Breeden Ltd 
In the High Court of Justice (Chancery Division) 


November 17th, 1972 
(Before Mr Justice Gorr) 


Income tax — Subvention payment — Principal company and two 
subsidiaries ~ One subsidiary undertook to eliminate indebtedness — 
Indebtedness transferred to that subsidiary — Issue of shares to 
appellant company by debtor company — Agreement to bear deficit 
of debtor company ~ Agreement stating that the appellant company 
had paid a sum of money to debtor company — No payment made — 
Whether writing down of capital should be treated as payment — 
Whether amount of payment was different between value of shares 
obtained and loss incurred in writing-down — Finance Act 1953, 
section 20. 


The appellant company (WB) and CIM were subsidiaries of 
Wilmot Breeden (Holdings) Ltd. CIM made heavy losses. 
Holdings was anxious to save CIM, and so were four other 
companies. An agreement (the protocol agreement), was made 
for the four other companies to lend CIM a total sum of 
io million francs, interest free, by way of advances against 
supplies; and Holdings undertook to cause CIM to increase 
its capital in consideration of the cancellation of advances which 
Holdings had made to CIM to a total of 30,757,000 francs; 
and when that had been done Holdings was to cause the new 
capital to be reduced in accordance with the loss appearing in 
the balance sheet of CIM at December 31st 1963. 
| Although under that agreement Holdings was to eliminate the 
indebtedness of CIM, it was WB the appellant company, that 
proceeded to do so. Prior to July rst, 1964, the indebtedness of 
CIM to the group other than WB itself had been transferred to 
WB. By an agreement dated July 1st, 1964 (the shares agree- 
ment) between WB and CIM the former transferred to CIM 
the sum of 24,400,000 francs being the greater part of the total 
indebtedness of CIM to WB itself. This transfer was satished 
by the issue to WB of 244,000 shares of 100 francs each fully 
“paid up. 
- By an agreement dated September 15th, 1964 (the subvention 
agreement) between the same two companies WB agreed to 
‘bear the deficits of CIM. It was stated in this agreement that 
WB had paid ro CIM £1,567,798 being the equivalent of 
| 21,635,611 francs with intent that that payment should be a 
_subvention payment. It was conceded in argument, however, 
that this statement about the £1,567,798 had no foundation in 
fact. 

It was contended for the Revenue that the payment for the 
244,000 shares above mentioned by the extinguishment of 
CIM’s debt was a payment for shares, and could not also be a 
subvention payment; and that in fact no subvention payment 
bad been made. 

Tt was contended on behalf of the appellant company, WB, 





that the obligations incurred by WB were twofold: (a) to cane 
advances by issuing new fully paid shares of CIM; (b) tof 
this new capital in accordance with CIM’s losses; that the $ 
agreement discharged (a) but not (b); that (b) was catried out 
WB concurring in the writing-down of the capital of CIM; and 
that that involved a loss which should be regarded as a payment 
under the subvention agreement. E 
The loss was quantified in this argument by taking the 
indebtedness of CIM at 24,400,000 francs, and with WB 
having held 11,520,000 shares in CIM and finishing up with the 
debt discharged and holding 14,368,000 shares in CIM. Taking 
the shares in each case at par, WB’s holding had increased by 
2,848,000 francs, and had cost 24,400,000. francs by the 
extinguishment of the debt owing to WB by CIM. Therefo 
WB lost the different, i.e. 21,552,000 francs, the equivalent 
the £1,561,739 which was claimed as the amount of the sub- 
vention payment. 
The Special Commissioners decided in principle in favour of 
the appellant company. ` 


Held (reversing the decision of the Special Commissioners): 
the claim to have made a subvention payment could not. be 
accepted, because WB’s reduced holding of 14,368,000 shares 
in CIM gave WB the same share of the equity of CIM. as 
had had after the issue of the 24,400,000 shares and before t 
reduction of capital; and because the loss did not arise only from 
the carrying out of the obligation to reduce CIM’s losses but 
arose, if at all, from the combined effect of the reduction and 
conversion by the other companies of their loans into shares, 
and a loss arising in that way was not a payment within section 
20. 


Marks v. CIR 

In the High Court of Justice (Chancery Division) 

November 21st, 1972 

(Before Mr Justice GorF) 

Income tax — Transaction in securities — Transaction between ol 
company and new company ~ Distributions by old company 
Allegation that final liquidation meeting not held ~ And that 
liquidator acted without taxpayer's knowledge ~ Tribunal’s findings 
against taxpayer — Whether counteracting notice valid - Companies 
Act 1948, section 290 ~ Finance Act 1660, section 28. 





The taxpayer was a shareholder in Marks (Manchester) Ltd and 
was also interested in a new company, Marks Brothers (Ardwick} 
Ltd. The old company made certain distributions, and certain 
arrangements were made between the two companies. The 
Inland Revenue served notice on the taxpayer pursuant to 
section 28 of the Finance Act 1960. He appealed to the tribunal 
appointed under that section, and after a rehearing the tribunal ` 
upheld the notice. The taxpayer appealed further to the High 
Courts. 

He contended that the liquidator of the old company had 
failed to hold a final winding-up meeting of that company, as 
required by section 290 of the Companies Act 1948; and that 
the liquidator in considering the distribution of £24,369 in the 
liquidation had not warned the taxpayer of the effect of section 
28. The tribunal decided that valid notice of the final liquidation 
meeting had been given; and that the taxpayer understood, 
approved and accepted that the old company should be put into 
liquidation and that the new company would carry on the trade 
without a break, and that the object of the relevant. transactions « 
was to enable the taxpayer to derive substantial tax advantages. 
The taxpayer’s two brothers were involved in the same. trans- 
actions and the appeals of all three were heard together. 


Held: the notices under section 28 of the Finance Act 1960 ` 
were valid notices. ee 
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“ LETTER FROM AMERICA 


- South of the Border 


From Our New York Correspondent 


` AS the rains continue and the cold weather approaches, 
© #Naccountants and others whose duty lies in North 
_ America are likely to begin casting their eyes longingly 
` southward. Apart from the often over-rated holiday islands 
f the Caribbean, they discern there a country with a 
population that will shortly surpass that of the United 
ingdom and with one of the oldest and most successful 
f the Latin-American cultures. More British as well as 
American businessmen are not only visiting Mexico, but 
in many cases settling there. 















- The attractions of Mexico are hard to match. It is a 
dry in parts, arid — country, but with an amazing variety 
of products, from beans and shrimp to fine silver, and a 
ich artistic tradition. The main cities are among the most 
xciting in the world. 


The Mexican economy entirely belies the Latin-American 
tradition of muddle and mismanagement. The peso has 
_ been held stable at its present parity of P12.5: $1 (perhaps 
_ P30: £1 at today’s rate) for nearly 20 years. The rate of 
_ inflation this year has been a bare 4 per cent — well below 
that in the United Kingdom, a quarter of that in Brazil 
and an eighth of that in Argentina. The gross national 
_ product has been rising vigorously and is expected to grow 
_ by more than 6 per cent next year. 


— "This enviable record has been reflected in recent trade 
` and investment figures. An increasing number of foreign 
` investors are putting money into Mexico, and have been 
_ rewarded by a 40 per cent rise in prices on the Mexico 
City stock exchange during the course of this year. British 
` exports of goods and services to Mexico have risen to some 
£30 million a year. Mexico’s earnings from foreign 
` tourists alone amount to the equivalent of more than £150 
million annually. 


Yet there is a dark side to the picture. Although the 

country enjoys an extraordinary measure of political 

-stability -a one-party system with a strong executive, 

„elected for a six-year term ~ suspicion of foreigners seems 
to be on the increase. President Luis Echeverria, whose 
term does not expire until 1976, has already given official 
expression to this deeply-entrenched tradition. 





British American Tobacco felt the cutting edge of this 
“Mexicanization’ policy last month, when the Government 





set up Tabamex to take over the tobacco industry and buy ` 
out foreign investors. The Government is also taking a 
majority holding in companies making car parts ~ another 
business in which British investors have been active. 
Earlier this year, it took control of the telephone company 
and the subsidiary of Pan American Sulphur Company. 
Many years ago — as British investors will vividly recall -- 
the oil companies, the railways and the electric power 
suppliers were nationalized. 


A Bill that will become law before the end of this year 
brings an even broader threat. With the purpose of build- 
ing up Mexico’s ‘economic independence’, all foreign 
affiliates will be required to obtain official approval before 
they can bring mm — or pay for -techniques or processes 
developed by their parent companies. 


Restrictions 


So far as the individual is concerned, Mexicanization 
has already gone a very long way. Only Mexicans can own 
land within 50 kilometres of the coast or the border — 
unless a special 30-year trust is set up. Banking and 
insurance are restricted to Mexicans. Under the Law of 
Professions, only Mexicans holding a Mexican degree and 
a Mexican licence may carry on a practice. The law has 
not in fact been rigidly enforced, and exceptions have been 
made in favour of foreign accountancy firms. Yet the threat 
of Mexicanization has certainly not lessened in recent 
years, 


Largely outside the official orbit — and, as a result, far 
harder to evaluate or avoid—is a growing resentment 
toward some of the foreigner’s ways. Marijuana has long 
been readily available in rural areas, but only recently have 
middle-class youngsters taken to smoking it in emulation 
-as they believe — of their British and American contem- 
poraries. President Echeverria tightened up the drug- 
control laws early this year, and again this month. 


Unwelcome visitors 


One result of this new drive is that foreigners are liable to 
be arrested on apparently flimsy pretexts. This reflects the 
invasion of ‘Flower Children’ and other unattached 
American and Canadian intruders, who have found that 
they can live on~—and in~ practically nothing along 
Mexico’s exquisite coastline. They have become such a 
problem to some of the local authorities that they are often 
being asked to return to their homelands. 


The accountant in Mexico can console himself with the 
assurance that he is, perhaps of all people, the least likely 
to become involved in such complications. He will note 
that, as a non-resident alien, he will be subject only to 
(relatively low) Mexican income tax on his Mexican income. 
He will observe that good office space, at some $4 per square 
foot, is available at a fraction of the rent he has to pay in 
leading American and Canadian cities. And he will relish 
the fact that, this year, the Government has decided to 
stimulate the economy by requiring the compulsory 
Christmas bonus to be paid earlier than usual, 


If these are the hazards of life in the sub-tropics, it 
could seem well worth a try. 
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Segment Reporting for Managers and 
Investors 

by A. Rappaport and E. M. LERNER 

National Association of Accountants, New York, $10. 


In 1969 the NAA published a report by the authors of this book 
entitled ‘A Framework for Financial Reporting by Diversified 
Companies’ in which they reached the conclusion that segment 
reporting would much enhance the value of company financial 
reports. The present book is a development of the earlier theme. 

One of the points made is that investors use annual accounts 
in endeavouring to estimate future profits and future growth 
rates. In other words, information should be so presented to 
show the true pattern of recurring profits. In the UK most 
accountants have for long believed that public companies’ 
profit reports were intended to indicate just this by the segrega- 
tion of exceptional (i.e., exceptional to the accounting period) 
and prior-year items as well as non-recurring and exceptional 
(to the business) items in the profit and loss statements. More 
recently, many progressive British companies have adopted the 
practice of showing profits ‘segmented’ into product divisions, 
geographical areas, and the like. 

` The authors wisely define an investor as professional security 
analysts, as well as those individual shareholders who can 
capably use financial information. 

They further seek to maximize the area of common need 
between managers and investors: though recognizing that there 
are differences of degree, they suggest that return on investment 
is a useful common base. They also show, by examples, how 
the results of main-stream products can be separately stated in 
a comprehensive profit and earnings statement. 

"The recent International Study Group report on Reporting 
by Diversified Companies (The Accountant, December 14th issue) 
is a further useful contribution on this topic. 


Comprehensive Annuity Tables 

(H.K.G. Series No. 12) 

Compiled by H. KEMBALL GREAVES, F.S.A.A., F.ILM.T.A., A.C.C.A., 
M.C.LT. 

International Financial Publishing Co, 22 King Street, Man- 
chester. Paperback, £5 net. 

‘The tables set out the regular periodical payments required at 
various rates of interest to repay a loan over a term, and they 
give the results to eight places of decimals for a unit loan. The 
‘table for each rate of interest is designed to deal with periods 
between successive payments of a year, a half-year, a quarter, 
` and a month; for such periods of less than a year the annual 
‘rate of interest is shown as the appropriate multiple of the rate 
-of interest for a year. 

The drawback about this is that these annual rates of interest 
_are not true annual rates of interest. To obtain the true annual 
` rate would necessitate compounding the periodical rate for each 
` table for the appropriate number of periods in a year. Thus, the 
` true annual rate corresponding toa half-yearly rate of 5 per cent is 
100X 105 X 1°O5—100, Lë 10} per cent and not ro per cent. 












































It is somewhat disconcerting to discover that in the intr 
ductory table for converting vulgar fractions to decima 
4/96ths is shown as ‘o-041677’ instead of oof? and go/96ths 
as ‘0-9378’ instead of ‘o-9375’. These two mistakes. arise 
96 entries in this table. It is to be hoped that the computation 
and proof-reading of the remaining 283 tables have been done 
with greater care. ee 

The publishers consider that these tables will be useful to 
government departments, boards and local government authori 
ties; special reference is made to their possible use in connec- 
tion with option mortgages. It is doubtful whether the tables 
will have wide use among insurance companies, building ` 
societies, accountants, actuaries and others who are regularly 
concerned with calculations involving the use of compound 
interest tables. — 





Financial Accounting 
Second edition 


Managerial Accounting 
Second edition We 
by Hapotp BIERMAN, jun., PH.D., and ALLAN R. DREBIN, PH.D, 
C.P.A. S 

Collier-Macmillan, £425 each. 


It is a pleasure to see introductory books which are well writt 
and may stimulate students with the impulse to read more. 
the subject of accounting; most students’ books are regarded | 
necessary but boring. These two books break this rule with a 
vengeance, and can be thoroughly recommended to students _ 
everywhere and not just in the USA, where they were written. 
The authors persuade and guide; they concentrate on pur- 
poses and outcomes to justify rules and do not let the rules 
settle the matter merely because of the double-entry syst 
They contrast, for example, the implied description ‘bal 
sheet’ with ‘position statement’, and their examples inte 
relate accounting and auditing and accounting and economic 
information, presenting always decision-taking as the ultimate 
aim, whether internally or outside the business (e.g., by the 
shareholder, customer or supplier). 
Both the authors are business school lecturers, and thos: 
responsible for recommending primary books for studen 
reading could do worse than read these texts with a view 
adopting them for their students -even in preference to 
perhaps older and better-known books. E 
The first of these two books also has an excellent set of work~ 
ing papers to accompany the questions set by Professor Mary 
Burnet. 





Statistics for Business Students 
by B. EDWARDS. 
Collins, £3. 
This handsomely produced book is intended to provide a. 
background of descriptive and inferential statistics for th 
business student and for the general reader. The author’ 
exposition of the basic statistical methods and elementary 
significance tests extends over almost 450 pages and it therefor 
incorporates numerous examples and illustrations. ME 
The exposition is generally clear, but some readers requirin 
only the basic principles may find the extended discussion 0 
index numbers and, to a lesser extent, time series, somewha 
heavy going. The approach to explaining the basis of tests. o 
hypothesis and other tests of significance is good, but oc- 
casionally there is a danger that the student will find the 
author’s switch from an elementary point to a more sophisti- — 
cated issue slightly confusing. re 
This book represents what one teacher thinks students should 
learn and the manner in which the student can best be taught 












` such topics. Not every teacher will agree with his approach or 


emphasis on particular matters, but the student who works 


_ his way conscientiously through this text will certainly pass his 
examinations. 


RECENT PUBLICATIONS 


(ARRANGEMENTS FOR THE AVOIDANCE OF TAXATION, by Dr I. C. F. 
Spry, x-+-141 pp, 94x6. Law Book Co, A$7-50; London, 

< Sweet & Maxwell, £4-15. 

< SUPERVISION oF Propuction, by R. H. Hoggett, 184 pp., 84x 5. 
Gee & Co, paperback, Caas, 


DECISION ‘THEORY AND. 








: Ti ANAGER, by Howard Thomas: — 

x-+137 pp. 8% 5h. Pitman, £280. 

Loose on LIQUIDATORS, by Peter Loose, xxiii-+-216, 83x 5}. 
Jordan, £2°50. 

Decision ANa.ysis, by R. G. Coyle, 122 pp., ob x 6}. Nelson, 
£2-50, paperback £1-25. 

Busness ACCOUNTING 1,,second-edition by Frank Wood, 8.8c. 
(ECON,), F.C.A., vili-+430 pp., 8 x 5. Longman, £2-10, paperback 
£125. f F 


These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The City Library, 151 Strand, London WC2R iJJ. 
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_ Restitution: Innocent Purchaser 


E Ee case involving the sale of a car with a defective 
Ge title to an innocent third party has come before the Court 
f Appeal. A significant factor in this case was that the third 
arty had spent a considerable sum on repairs before the car 
was repossessed. 

<B, a garage manager, had authority to offer a car for sale. 
Je entrusted it to S for the purpose of certain specific repairs. 
y however, used the car for his own purposes, damaged it, and 
old it in that condition to H for £75. 

H spent £226 in restoring the vehicle, and sold it to a finance 
company for £450; the finance company in turn let the car on 
ire-purchase to P. S was subsequently convicted of the theft 
f the car, which was repossessed and sold elsewhere by B. In 
“proceedings to determine the true ownership of the car, the 
` eventual rival claimants were B and H. H acknowledged B’s 
~ legal title to the car, but claimed that he was entitled to the sum 
f £226 spent on restoring it. 

— "The Court of Appeal unanimously held that the case fell 
` within the equitable principle of unjust enrichment. If B had 
recovered damages against H for conversion or detinue of the 
_ car, those damages would have been limited to its value without 
_ the improvements; and as B had obtained specific restitution, 
no court should order the delivery of the car unless H were 
` compensated for the improvements. Where an innocent party 
— bad done work on a chattel before it was taken from him, an 
` allowance should be made for the work done. In the circum- 
` stances, H was entitled to judgment for £226. 

— Greenwood v. Bennett & Others (116 Sol. J 762). 



























` Liquidator: Penalty for Default 


` "THE important statutory obligations assumed by a liquidator 
_ 4 were underlined by a case coming before the Chancery 
_ Division earlier this year. C, as liquidator of a company being 
voluntarily wound up, failed to submit statements of affairs; 
he also ignored several reminders and an order from the 
< Registrar of Companies to comply with his statutory obligations. 
Proceedings for his committal to prison were eventually under- 
taken, and it was then proved that he had been involved as 
‘liquidator or receiver in eight other liquidations in which 
there had been defaults. 
After the issue of committal proceedings, these defaults had 


been made good, the only order made against C being that he 
should pay the costs personally. In an affidavit in mitigation on 
the present summons, he pleaded that he was not a qualified 
accountant; that he had no staff; that he had suffered from ill- 
health for the past 20 years; and that the liquidations in question 
were all small ones which provided little or no remuneration for 
the liquidator. 
Brightman, J, dismissed these excuses as. irrelevant, Ha 
person with inadequate resources chose to undertake business 


which involved statutory obligations, he must accept the conse- a 


quences if he defaulted on those obligations. C’s illness was not 
a supervening illness; he had accepted at least two of the 
liquidations at a time when he had claimed to be exceptionally 
unwell, and in any event such an illness could not justify treat- 
ing the orders of the Registrar of Companies and of the Court 
as so much waste paper. 

Taking into account C’s limited means, and an undertaking 
by C not to act in any further liquidations, the Court could not 
possibly do less than impose a fine of £200. C was also ordered 
to pay the costs personally. 

Inre H & R Transport and Shipping Ltd (116 Sol. J 842). 


Subsidized Rents: No Surcharge 


T a meeting of Harlow Urban District Council in March 

1969, a resolution was passed expressing opposition to rent 
increases proposed by the Harlow Development Corporation,” 
and deferring rent increases of council tenants. The result of 
this action was a deficit of £37,835 on the housing revenue 
account, which was made good by contribution from the general 
rate fund. 

At the ensuing district audit of the council’s accounts, a rate- 
payer objected to the loss incurred by the council as a result of 
their alleged failure to charge reasonable rents. The decision 
to defer rent increases, it was contended, was politically 
motivated and not in accordance with the true well-being of 
ratepayers. 

In examining the ratepayer’s objection, the district auditor 
applied the test laid down in Associated Provincial Picture 
Houses v. Wednesbury Corporation ([1947] 2 All ER 680), 
namely, whether (a) the council had taken into account matters 
which it ought not to have taken into account; or (b) had refused 
or neglected to take into account matters which it ought to take 
into account; or ch had come to a conclusion so unreasonable 
that no reasonable authority could ever have come to it. He 
concluded that none of the three conditions had been satisfied, 
and that the expenditure could not, therefore, be regarded as an 
unreasonable and unlawful exercise of discretion. 

On appeal to the High Court, the district auditor’s decision 
was upheld. Though the ratepayer’s grievance rested on allega- 
tions of political motivation, it had not been shown that the 
council had done something unlawful, There were no grounds 
on which the Court should interfere with the decision of the 
district auditor. 

Giddens v. Harlow District Auditor (RVR, October 19th). 











FINANCE AND COMMERCE | 


Impressive Growth of Wood Hall Trus 


N these days of conglomerates, asset strippers, bids, deals, 

reverse take-overs and big-scale financial manceuvring, it 
may provide an oasis of comparative peace to draw attention 
via this week’s accounts reprint to a company that is established 
enough to be able to describe itself as an industrial holding 
company. This description — at one time considered decidedly 
risky — has now reassumed an aura of considerable respect- 
ability and even a kind of old-world charm. 

Not that there is anything old-world about Wood Hall Trust, 
with profits doubled in three years ~ £2,485,000 pre-tax in 
1968-69 to £5,040,000 in 1971~72-and earnings per share 
more than doubled at 13-4p against 6-op over the same period, 
during which ordinary shareholders’ funds have risen from the 
equivalent of 55-gp to 86-8p a share. 

That is an impressive degree of growth achieved without any 
major acquisitions. Wood Hall Trust is an industrial holding 
company with an international character and for the last three 
years has concentrated mainly on developing and expanding 
existing interests. With the exception of Rainsfords Metal 
Products Pty, Australia, acquired during the past year, Mr 
Michael Richards, the chairman, comments that Wood Hall 
‘has not found businesses which met its requirements or which 
could be acquired at realistic prices’. 


Acquisitions policy 

‘Through exploiting its potential’, Mr Richards tells share- 
holders, ‘Wood Hall has demonstrated that it is a “growth 
company” and that, contrary to the widely held and well 
publicized theory, growth is not achieved only by regular and, 
often, expensive acquisitions.’ The Wood Hall policy remains 
that of expansion from within, by the continued promotion and 
expansion of existing businesses, and from without by the acquisi- 
tion of new businesses provided laid down requirements are met. 

The requirements are that the business must be in a field or 
industry where Wood Hall management has experience or 
knowledge, it must possess and be of a sufficient size to afford 
good management, the maintainable profit must provide a 
proper return on the purchase price and the business must have 
potential. Mr Richards says that many substantial businesses 
regarded as suitable for acquisition have been investigated, but 
where other requirements have been met the prices required 
‘have been beyond reason’. 

‘It is hoped’, Mr Richard says, ‘that, with the recession in 
Stock Exchange market prices, and the end of the recent “boom” 
in flotations of new public companies, more rational and sensible 
views will be taken as to the valuation of business. If, perhaps 
optimistically, this occurs, there should be opportunities for 
Wood Hall, with its strong position and possessed of adequate 
resources, to make one or more further and substantial acquisi- 
tions and to achieve another stage in its expansion’. 


Overseas accent 
Merchant bankers Samuel Montagu & Co are a substantial 
shareholder: in Wood Hall and the Hon. David Montagu, 
chairman of the bank, has joined the Wood Hall board. Over 
so per cent of the Wood Hall equity is held institutionally, 
which is an indication of the standing of the organization. 
Analysis of group results and the geographical analysis 
included in the reprint show clearly the international character 
of the organization. It is in character that the Overseas Trading 
Division is the first to be reviewed in the chairman’s statement — 


ER 


the parent of the division, the Paterson Ewart Group, be 
this year one of ten invisible exporters to receive the Quee 
Award. The major part of the division’s profit is earned in 
Far East, the commodities division in London: deals mai 
with cocoa and rubber and the Anning Chadwick & Kiver fi 
auction business has been merged with The Hudson’s Bay 
Company’s similar operation into a new company held 59 per 
cent by Hudson’s Bay and 41 per cent by Wood. Hall Overseas 
Trading Division. 

Australian Mercantile, Land & Finance. Company, a majo 
pastoral concern, forms a division of its own distinct from Woo 
Hall Ltd, Australia, which covers Australian industrial ope 
tions. At home, Wood. Hall Building Group made profits of 
£943,000 in the past year — nearly double the previous year’ 
House building and estate development, particularly in the 
south-east, was inevitably profitable but there is a problem 
building contracting subsidiary, H. Fairweather & Co, which 
‘again incurred a substantial loss’, d 


Borrowing reductions : 
The Materials Handling Division is concerned with. pallets, 
components for fork lift trucks and plant hire, and the Finance 
and Property Division is largely Norman & Bennet discount 
brokers, who qualified during the year for membership of tl 
London Discount Market Association. In the Food Divisio 
there are two specialist organizations, one — Vogan & Co and. 
subsidiary Matthew White & Co ~ being millers of lentils, 
and pearl barley, and the other ~ Bendick’s (Mayfair) ~ be 
a maker of ‘luxury’ chocolates. The Millard Group, one of 
leading industrial estate developments in the West Midland: 
is treated separately. Se 

The major contributors to the 1971~72 advance in profits 
were Australian Mercantile Land with profits up 213 per cent 
Wood Hall — Australia, up by 62 per cent, Wood Hall Building 
Group, up by go per cent and, as the result of substantial 
reductions in borrowings, the parent itself with overheads. and 
interest charges down by 62 per cent. . 

At the end of last August, Wood Hall Trust repaid the thir 
and final instalment of {1-3 million of the 10} per cent 
Guaranteed Loan Stock issued in 1969 to provide part of the pur: 
chase price of Australian, Mercantile Land & Finance, As a resul 
the company, and the whole of the group in fact, now have m 
loan capital outstanding with the exception of mortgage loans 
secured on specific properties, Government loans made to certai 
subsidiaries in connection with new industrial developments and 
bank overdrafts to finance current trading. This ‘unde 
borrowed’ position makes the group well able to finance an 
major acquisition or development. 

Looking ahead Mr Richards admits that for the past two years 
he has urged caution and has ‘been proved wrong and a pessi 
mist’. But in the present economic situation he finds it difficul 
to change his attitude. Given relatively stable trading conditio 
the group, he considers, ‘should show profits for the curren 
year comparable with the record profits achieved last year’. 


SS 
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New Freedom 


HAIRMEN of finance companies are now. reporting t 
shareholders on a year of operating under changed credi 
and monetary control conditions. Mr Ian Macdonald, chairman 
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of Lloyds and Scottish, finds it ‘gratifying to be able to review a 


year in which finance companies have been free from the burden 
ind frustrations of credit restrictions, particularly so since 
‘hese companies, directly or indirectly, received the heavy end 
of the stick over a long period of years’. 

The new freedoms have created fresh opportunities and have 
:ncouraged greater flexibility in borrowing and lending methods. 
Further than that the demarcation lines between the activities 
and methods of the various financial sectors are becoming less 
clearly defined. The clearing banks are competing with finance 
houses in acquisition of funds and in most instalment lending 
areas, 

Finance companies for their part are developing business 
in former banking preserves. Welcoming this competition, Mr 
Macdonald comments that ‘already there are signs that rigid 
practices are no longer enshrined as hallowed traditions, that 
marketing and selling techniques have a direct bearing on 
profitability, and that the specialist with his expertise is coming 
into his own with the ever-widening range of financial schemes’. 

All of that should mean improved. financial services to the 
public and ‘as between competitors such as the clearing banks 
and the finance houses there is no reason to assume that the 
advantages are heavily weighted on either side’. 


Mercantile Credit 


IR MARK TURNER, chairman of Mercantile Credit, 
kel clearly finds the new freedoms acceptable, although ‘bank- 
ing status brings obligations as well as opportunities’. One of the 
conditions of the grant of banking status was that the business 
of Mercantile Credit Finance and of Astley Acceptances would 
be merged with that of the parent company. 

The undertakings of these two subsidiaries comprise a very 
large number of engagements and liabilities the piecemeal 
transfer of which would have meant a substantial volume of 
legal and administrative work both expensive and disruptive. 
Under those circumstances, and following a number of pre- 
cedents in the banking field, it was decided to deal with the 
matter by promoting a private Act of Parliament. 

When it comes into force the Act will have the effect of 
vesting in the parent company all the assets and liabilities of the 
two banking subsidiaries without the necessity for any further 
level or other documentation. For convenience, six other sub- 
sidiaries have been included in the Bill. 

This procedure will lead to a substantial saving of time and 
expense. The Mercantile Credit Bill was deposited with the 
Private Bill Office of the House of Commons in November. 
Parliamentary rules require the promotion of Bills by companies 
to be approved by the shareholders, and shareholders are called 
on to pass an appropriate resolution at the annual meeting on 
January 3rd. 


Merger in New Zealand 


Cl reprint of the accounts of the recently formed NMA 
Wright Stephenson Holdings Ltd, in the November 23rd 
issue served incidentally to clarify a point for one reader who 
happened to be professionally concerned with the sale of shares 
in July last to a company then known as Wright Stephenson A 
Co Ltd. 

Our correspondent’s difficulties stemmed from the changes 
of name, and sometimes of accounting dates, which follow 
merger transactions and which, where the companies do not 
transact business in the UK, are not necessarily registered 
here. (NMA Wright Stephenson Holdings is incorporated in 
New Zealand, under the NZ Companies Act 1903). The suc- 
cessor in title to Wright Stephenson & Co Ltd appears to be 
‘Wrightson NMA Ltd’, the principal stock and station sub- 
sidiary of NMA Wright Stephenson Holdings. 


Directors’ emoluments, excluding pension fund contributions, are as follows: 


Directors’ Emoluments 


4, 


WOOD HALL TRUST LIMITED 
NOTES ON THE ACCOUNTS 


, discount brokers, it is con- 
tin Note 8 in che manner 


balance sheet would be distorted if that company's balance sheet were to be 


he net assets only are included and are set out in detai 


"e consolidated 


In view of the specialised nature of the business of Norman and Bennet Limited 
consolidated in full; accordingly € 


authorised for discount companies. 


Basis of Consolidation 
sidered that the Group 
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fits of Norman and Bennet Limited after transfer to reserve for 


urnover of that company is not included in the total for the Group. 


bilities in foreign currencies have 


been expressed in sterling at the rates of exchange ruling at 30 June, 


Trading profit before taxation includes the pro 


contingencies. T 
Assets and lia 


1972, 





£1,205,032 





„Jess double. 


and in the case of certain subsi 
. The transfer to tax equalisation account 





£1,963,638 


United Kingdom corporation tax at 40% 
Less: Double taxation relief 


Transfer to tax equalisation account 


An aggregate amount of £3,261 in respect of directors’ fees due to 4 directors for the year ended 30 June, 1972 
Overseas taxation 


was waived. 
Profits of certain subsit lary companies located abroad will be subject 


5, Taxation on the profit for the year: 


Taxation 


69,509,173 
1971 
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83,495,186 
£153,004,359 
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75,537,700 
70,020,665 
£145,558,365 





fits of certain overseas subsidiaries, 


overdrafts and loans repayable within five years 


f goods and commodities on which brokerage earned 


Other emoluments 


Honorarium 8 
Auditors’ remuneration and expenses (all companies) 


Interest on bank loans, 
Interest on other loans 


dled of Directors of Wood Hall Trust Limited: 
Ges 


Guaranteed Loan Stock interest 
Hire of plant and machinery from outside the Group 


(a) There are exchange control restrictions on the remittance of che pro 
Depreciation 


(b) The trading profit for the year has been arrived at after charging: 


Charges for sales, completed work and services 


Turnover 

Gross sales value oi 
Trading Profit 
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T is never particularly difficult to forecast the immediate 
pattern of New Year stock-markets. Equity prices can con- 
fidently be expected to rise- simply because they invariably 
do. This is the New Year resolution share buying that en- 
courages markets in early January. 

But as one stockbroking firm comments in a review which 
will certainly be echoed by the vast majority of broking firms, 
‘thereafter there are grounds for greater caution’, Although 
company profit announcements and take-over situations will 
still be supporting sentiment, a number of broader factors could 
start to disturb the picture. 

Strike troubles, particularly as Phase Two controls are made 
nown, are the main point of uncertainty. If there is such a 
hallenge to Government anti-inflationary policy then early 
lew Year optimism could quickly evaporate and the equity 
market could once again find itself back to well below soo in 

‘Index terms. 

It is fair to accept that the economy is recovering at last in 
real terms, but the stock-market at its present pitch is not 
necessarily concerned with an improving national economy but 
with the extent to which that improvement is going to be 
inforced or jeopardized. 

That is the stock-market’s point, and the fear is that the 
sonomy stands to be jeopardized by antagonism to Govern- 
ent policies irrespective of the immense harm that could be 





* * * * 


“HE idea originally mooted by Sir Leslie O’Brien, Governor 
of the Bank of England, that the City should set up some 
super ginger group organization has predictably failed to find 
favour with those sectors of the City with the closest contacts 
with industry — the insurance companies and the merchant 
banks. Those City organizations whose members treat with 
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industry at something more than ams length — investm« 
trusts, unit trusts and pension fund managers are in favour 
interference with industrial management if that management 
considered to have failed to perform adequately. The insurat 
companies and the merchant banks know industrial compan 
as their clients and not merely as shareholdings in an inve 
ment portfolio and that is very much a different matter. 


* * Ki * 


NIT trusts have broken into new ground with the tc 
value of trust funds at over £2,600 million at the end 
November. The previous peak was £2,520 million reached | 
August. During November, unit trust sales at £37 million we 
£3 million up on October, while repurchases at £13+1 millior 
although {1-9 million higher than in October — were the seco 
lowest of the year. 2 
In the first 11 months of this year unit trusts have attract 
net new investment of £215 million, compared with cor 
sponding figures of £71-15 million for 1971 and £93-28 milli 
for 1970. 


* * * 


OSSES by fire this year are unfortunately going to break ; 

previous records. At £131°3 million for the first elev 
months, fire losses are already ahead of the £128-7 million figu 
for the whole of last year. In November, fire damage cost £11 
million, The British Insurance Association emphasize, 
always, that the fire loss figures represent material damage or 
and do not take into account the additional cost to the econor 
caused by the subsequent disruption of business, loss of pr 
duction and loss of exports. In the November figure of £n 
million there were ten fires each estimated at £200,000 or mo: 
including one of over £500,000 at a printing works and fo 
others of £350,000 or over in warehouses and works in t 
North of England and Scotland. 


RATES AND PRICES 


Closing Prices, Friday, December 22nd, 1972 


Finance House Base Rate ~ December rst, 1972. 8% 
Retail Price Index (16.1.62=100) 169°3, 14.11.72 (from 168-9" 


Tax Reserve Certificates (3.1.72) Personal 33% 
(Company certificates no longer on offer). 





Treasury Bills 
£67135% Nov. 24 - £69346% 
£68030% Dec. 1 «+ £71490% 
£6°8838% Dec, 8 -> £74742% 
£6°8838% Dec. 15 «» £74318% 
£68558% Dec. 22 , £84356% 
3 Money Rates 
Day today . 64- 8% Bank Bills 
. 74- 74% 2 months 74-75% 
me Trade Bills 3 months 74-74% 
< 3 months . 8- 94% 4 months 4-8% 
4months .. 84- 94% 6 months 84-81% 
-6 months .. 94-10% 





Three Months’ Rates 





Local authority deposits 8} -8 
Local authority bonds 74 -84 
Sterling-deposit certificates 8f -87s 
Euro-sterling deposits 98 -9$ 
Euro-dollar deposits .. 34 -6ł 


Foreign Exchanges 
New York 2°3457 Frankfurt 7150 
Montreal 2°3260 Milan 136625 
Amsterdam 75750 Oslo i544 
Brussels 103°57 Paris 11-97 
Copenhagen 160525 Zürich 8-82 
Gilt-edged 

Consols 4% 41% Treasury 9% 1994 .. oui 
Consols 24% 253 Treasury 89% 84-86 .. 944 
Conversion 33% 364 Treasury 83% 87-90... 89% 
Conversion 53% 1974 97 Treasury 64% 1976 -. 924 
Funding 33% 99-04 424 Treasury 34% 77-80 .. 75$ 
Funding 54% 78-80 823 ‘Treasury 34% 79-81 .. 75ł 
Funding 54% 82-84 79% Treasury 5% 86-89 .. 67} 
Funding 54% 87-91 wit Treasury 54% o8-1z2 .. 60} 
Funding 6% 1993 aie Treasury 24% .. 26 

Funding 64% 85-87 Sei Victory 4% ©. 98} 
Savings 3% 65-75 88} War Loan 34% 364 
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LEWIS, COATES & LUCAS LTD 


LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 
Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 





Specialized Tuition for the 
Examinations of the 
institute of Chartered 
Accountants 


At the examinations leading to the cuatitcation of Chartered Accountant, Metro 
politan College students have gained over 


11,000 SUCCESSES AND 350 HONOURS 


including fifty-six first places, thirty-eight second Lee sixty-six third and fourth 2 


places, and numerous prizes, medals and scho! 

x The Metropolitan College offers you the benefit e more than sixty years’ acoum 
fated experience in examination coaching, 

zk A guarantee of coaching until successful, . 

x Helpful, up-to-date study notes, mostly io printed pocket-sized booklet form. 

Barnes test practice and tutorial criticism, ‘ 

x Invaluable self-examination questions. : 

w Official publications of the Institute, appropriate 
to the Intermediate and Final examinations. 


JOINT DIPLOMA IN MANAGEMENT 
ACCOUNTING SERVICES 


CERTIFICATE IN MANAGEMENT - 
INFORMATION 


The above-mentioned examinations are open to 
members of the Institute and have been instituted to 
improve the standard of accounting. services and 
to encourage study in the increasingly important field 
of business administration and organization, respec- — 
tively. When applying for particulars of the College's 
expert postal courses, please specify the examination in which interestéd,. 


Write today for a free copy of t of this College ‘Accountancy’ Prospects to th 
Msiropolian College, St Albans (A1), or CALL at 30: Queen Victoria Street, 
London EC4N 4SX. Telephone 01-248 6874, After hours (8 pan 
Monday to Friday) telephone messager are recorded electronically, 


lege of Technology and. 

etropolitan ` Col 
now offer these facilities, 
Please write to: Me 
politan. College for 
tails of various courses: 
available, 


inclusive 


38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 


Met rop olitan College 
Founded 1910 ~ ST ALB 


Member of the Association of British Correspondence Colleges. 
Accredited by the Council for the Accreditation of Correspondence Colleges, 


Make sure of your own copy | 
of THE ACCOUNTANT 


SUBSCRIPTION ORDER FORM 








Students’ Concessional 
Subscription: 


Please send The Accountant each week until further notice, commencing with the issue 


Date Studentship registered : 





Counter-signature for student's SUDSCTIPTION „eee anan Expiring: 


Remittance enclosed £ 


Rates: £20 for two years; £10-50 for one year; £5-35 half-year. 
‘Airmail edition £14-25 for one year; £7-25 half-year. 
Students’ concessional rate £6 per year. 


Professional body 







THE ACCOUNTANT, 151 Strand, London WC2R 1JJ Telephone 01-836 0832 Sa a ae 
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NEW PENSIONS LEGISLATION... 


- Callin 
the experts 


GRE are one of the largest Life 
Offices in the UK. We set a lead in the 
introduction of new pension policies to 
meet the changes required by the 1970 
Finance Act. We are ready to meet the 
challenge of the new Social Security Bill. 
We can give you the highly expert advice 
hat you must have in deciding what to 
do for your employees. Let us help 
u -- now. 


- Flexible contracts second to none. 
. Protection against inflation. 


Managed Fund where an equity 
investment service is needed. 


‘Highly qualified pensions consultants 
_ located throughout the UK. 


_ Write now to the 
Sales Manager (Pensions) 


Employers and employees 
geta good deal from 
[=] Guardian 
RE Royal Exchange 





Assurance Group 


Royal Exchange, London EC3P 3DN 


There are ma ny 


quick and easy 
ways to fail an 
examination 


The figures prove it. You have only to look at the 
latest Chartered results statistics to see how easy it is 
to fail. 


But the statistics also show that if you complete 
75% or more of a Foulks Lynch Correspondence 
Course you will have a much better than average 
chance of passing your examination at the first 
sitting. 


The Intermediate Intensive class for the March"1973 
examination is fully booked. Students who will be 
sitting their Intermediate Examination in September 
1973 are advised to book early for the next Intensive 
class so as to ensure a place. The four-week class { 
will commence August 13th with an optional week 
on basic book-keeping and accounts commencing 
August 6th. 


In 1973 we shall also be providing pre-examination 
evening classes. 


Foulks Lynch offer you the highest standard of 
accountancy tuition available. Because of this their 
record of successes in professional accountancy 
examinations is unapproached by any other tutorial 
establishment. 


Ask the enrolment officer, Mr E. S. Moore, for details 
of Foulks Lynch home study courses, Graduate 
package courses, and daytime and evening classes, 


H. Foulks Lynch & Company Ltd 
4 Chiswell Street, London EC1Y 4UR 
Telephone 01-606 0255 





Accredited by the Council for the 
Accreditation of Correspondence Colleges 


the accountancy tutors 














HE recent 24th annual conference in 
A Toronto of the Canadian Tax Founda- 
tion, attended by 1,500 members of the 
accountancy and. legal professions and 
representatives from industry, had a 
distinct international flavour. Speakers 
from overseas included Dr Max Widmer 
from Berne, head of the sub-division 
for international fiscal law and double 
taxation of the Federal Tax Administra- 
tion of Switzerland, and chairman of the 
working ‘party on double taxation and 
related questions of the OECD; and 
Mr J. van Hoorn Jr of Amsterdam, 
managing director of the International 
Bureau of Fiscal Documentation. 

The conference, under the chairman- 
ship of Mr W. E. P. DeRoche, oc of 
Montreal, heard welcoming remarks from 
Mr A. J. Little, F.c.a.(canapa), Presi- 
dent of the Canadian Institute of Char- 
tered Accountants and Mr Neil 
McKelvey, Vice-President of the Cana- 
dian Bar Association. All three had 
harsh words for Canada’s new Tax 
Reform Act and urged tax lawyers and 
accountants to waste no time in starting 
to reform the Act as part of their res- 
ponsibility to the Canadian public. The 
Act came into effect last January, 
although amendments introduced in the 
Spring have still not been passed by 
Parliament. 


Incomprehensible monster 


The new law, said Mr Little, tries too 
hard for equity in matters that are 
essentially trivial, imposes tough penal- 
ties for innocent mistakes and is filled 
with loopholes, anomalies and unintended 
results. Mr McKelvey urged lawyers 
to try and understand the ‘incompre- 
hensible monster’ and so protect their 
clients and taxpayers generally from 
‘potentially awesome state powers’ over 
individual Canadians. As an example of 
increasing government intrusion into 
individual lives, he noted that the 
Revenue increased its staff by 40 per cent 
between 1961 and 1971, more than bat 
within the last five years. This compares 
with a 23 per cent increase over the ten- 
year period by the publicservice asa whole. 

As in previous years, the discussions 
ranged over.a wide series of subjects, 


Double Taxation, Inflation and VA 


Canadian Tax Foundation Conference 


and ‘Income Tax Treaties - A Canadian 
Perspective’ was one of five concurrent 
sessions on the second day of the con- 
ference. Dr Widmer reviewed some of 
the proposed changes in the OECD draft 
double taxation convention on income 
and capital, initially published in 1963, 
which became a starting point, he said, 
for a great number of treaty negotiations. 
A first paper ‘Revised Text of Certain 
Articles of the 1963 OECD Draft 
Double Taxation Convention’ was ad- 
opted by the Committee on Fiscal Affairs, 
and then de-restricted by the OECD 
Council in the Spring of 1972. The 
revised version, Dr Widmer noted, 
should be adopted before the end of 
1973. Dr Widmer said that tax reform 
in Canada affected international business 
and investment to a considerable degree 
and expressed the hope, as chairman of 
the OECD working party on double 
taxation, that Canada would conform 
‘to the greatest possible and practical 
extent’ to the OECD draft convention. 


Mr A. Peter F. Cumyn, of Montreal, 
forecast that in considering future in- 
come tax treaties, the most important 
questions would arise in the areas of 
capital gains and withholding tax. The 
essence of article 13 of the OECD draft 
convention was that the right to tax 
capital gains was reserved to that state 
only of which the taxpayer is a resident, 
except if the alienated property is im- 
movable, or movable property employed 
in a permanent establishment or per- 
taining to a fixed base in which cases 
the gain may also be taxed by the country 
in which the property is situated. 

Canada presently has only five or 
six treaties in which provisions relating 
to capital gains are to be found, and no 
two of them are exactly alike. Mr 
Cumyn pointed out that the British 
and German treaties are somewhat like 
the OECD provision in that non- 
residents would only be taxed by Canada 
in respect of Canadian real estate or 
property attaching to a permanent estab- 
lishment in Canada. The US and Finnish 
treaties are such that non-residents would 
only be taxable by Canada in respect 
of property attaching to a Canadian 
permanent establishment. The Swedish 


From Our Canadian Corresponde 







































treaty provides that capital gains: ma 
only be taxed in the country of residenci 
of the taxpayer, and article XVII of 
Dutch treaty appears to have the sat 
effect, in that it provides that. ite 
income not mentioned in the prece 
articles of the convention may onl 
taxed by the taxpayer’s country 
residence. Se 
He predicted that, since present tre: 
generally permit Canada to tax 
derived by a non-resident from Cana 
real property and to tax the income oi 
non-resident ` from a- Canadian p 
manent establishment, future treaties.’ 
reserve Canada’s right to tax capt 
gains related to such matters in” 
manner provided in the OECD: 
convention. He went on to discuss 
of the problems which can be e 
if the OECD formula is not adopter 


Withholding taxes 


The speaker continued with a discu: 
on withholding tax and the thin cap 
zation rules contained in the Cana 
Act. ‘These rules’, said Mr Cumi 
‘apply to interest paid by corpora 
resident in Canada to certain related 
residents, and effectively treat su 
payments over a certain limit ae ct 
porate distributions, in that they pro 
their deduction by the paying compa 
It may be that. article ro (4) of: 
Canadian-UK ‘treaty prevents Can 
from doing this in. respect of interes 
paid to-a UK resident’. The origin: of: 
the article might.be traced ‘to °sectios 
223 (2) (d) of the Income and Corpo 
tion Taxes Act 1970 of the UK wh 
treats as a distribution any interest p 
by a company to a related resident o 
non-resident company in certain specifi 
circumstances. ` 
A government spokesman on the fis 
man panel was Mr Charles W. Mav 
of Ottawa, director of Provincial a 
International Relations Division, De 
partment of National Revenue. In re 
viewing the work of his department; M. 
Mavor said that it had not attempted t 
relieve double taxation affecting a reside 
of a third. state who has permanen 
establishments in Canada and in another 
contracting state with which Canada has- 































































view that, where there is any. conflict 
or inconsistency between a treaty and the 
-general tax law of Canada, the treaty 
governs. 

-In uncomplicated situations such as a 
pension payment from Canada to a 
non-resident the treaty rate of with- 
holding is applied rather than the 
tutory 15 per cent. As for business 
come and its allocation to particular 
risdictions, regard must be given to the 
ncept and definition of permanent 
tablishment, fiscal domicile, and the 
cles dealing with business profits, 
ome from property, gains and the like. 
be speaker regretfully admitted that 
m submission to settlement, especially 
hen. the issues. are complex and each 
enue authority has only the partial 
$; time is lost in exchange of views 
the authorities and from one to two 
may be required in effecting a 
lement. Mr Mavor acknowledged 
t the Revenue was having problems 
‘maintaining a reasonably current 
idit programme. During the next 
“years we may even slip back a bit, 
said, assuming the audit force is to 
‘ote significant time to taxpayer as- 
ance made necessary by tax reform. 
solution will be to keep tax auditing 
rent by only undertaking a volume 
cases that can be dealt with by avail- 
e staff. ‘We have recommended this 
rse of action to our sister organiza- 
is in other nations and there are signs 
t others are following suit.’ 








üble taxation 


-Mavor commented on the proposed 
inge in article 25 of OECD’s draft 
uble Taxation Convention on Income 
l Capital which suggested that a 
ouble taxation case must be presented 
ithin three years of the first notification 
f the action which gives rise to the 
ardship. ‘It seems to me that we should 
èigh. very carefully the advantage of 
ssible relief from double taxation in a 
cases that would otherwise be 
ute-barred against the serious in- 
ivenience of having to deal with long 
t years for which records are difficult 
costly to produce and also the dis- 
antage of interest charges, particu- 
ly where the interest charged by one 
thority exceeds the interest credited 
the other’. 
Another ‘government spokesman, Mr 
Re Alan Short of Ottawa, chief of the 
international tax policy section, Depart- 
“ment of Finance, traced the history of the 
_ tax treaty since it was conceived in the 
dying years of the last century and paid 
tribute to the efforts in recent times of 
_the Committee on Fiscal Affairs of the 


> e 


a treaty. The department accepted the 


OECD. He emphasized that tax treaties 


were constantly being improved and 
were becoming increasingly effective in- 


facilitating international investment. 


Inflationary problems 


Professor John Heliwell, of the Depart- 
ment of Economics, University of British 
Columbia, addressed the conference on 
‘Inflation and income tax’. Inflation in 
large and variable doses causes problems 
in the design of any equitable income 
tax system, he told his audience. Pro- 
fessor. Heliwell said that, under any 
progressive tax structure, inflation of 
income and consumer prices leads to 
higher average and marginal rates of 
taxation. He pointed out that Canadian 
tax schedules have historically been 
progressive, so that the actual rates of 
inflation have led over a ten or 15-year 
period to substantial increase in tax rates. 

He cited the example of a family 
with two children and a single pre-tax 
income of $7,000 in 1954 who would 
have paid income tax in that year at an 
average rate of 13°7 per cent. If the 
family’s pre-tax income rose between 
1954 and 1970 at exactly the same rate 
as the consumer price index, the average 
tax rate would have risen to 17 per cent. 

The professor outlined two. types of 
solution to the problem. One is the 
‘constant dollar’ taxation system in 
which ‘the tax rate and exemption 
structure remain constant, but taxable 
income «is. deflated to be expressed 
always in, terms of constant dollars of 
the base period. The second solution 
would be to measure income in current 
dollars, but to tax it according to a 
system of tax rates and exemptions that 
is adjusted regularly to remove the 
effects of inflation. This could be done 
by increasing exemptions and the 
boundaries between adjacent income 
classes by a recent average rate of 
inflation. 

Addressing the audience on inflation 
and pension plans, Mr Laurence E. 
Coward, executive vice-president, William 
Mercer Ltd, said that employers who 
wish to supplement pensions beyond what 
is allowed in a registered plan face a 
difficult problem. An unregistered plan 
gives rise to double taxation. A retire- 
ment allowance may not be granted 
prior to retirement without causing the 
risk of immediate tax liability. What is 
needed is an above-board, unassailable, 
legally enforceable plan to provide de- 
ferred income for employees, a plan that 
involves neither tax shelter nor penalty. 
Mr Coward referred to the inter- 
departmental committee set up this year 
by the government to advise on retire- 
ment plan taxation and expressed the 
hope that it would find a way to remove 












sistencies and limitations of the 


present law. — 


In his remarks Mr Coward referred to 
various methods of dealing. with inflation 
in pension planning. One method, he 
said, was to include an escalator clause 
under which pensions: would rise in 
proportion to. some index, The tax 
position of a retirement plan providing 
escalated: pensions was. discouraging, he 
said, and seemed to be based on an 
attitude that decent people did not 
recognize the possibility of future in- 
flation. 

The final day of the conference included 
an; address by. Mr J. van Hoorn Jr of 
Amsterdam, managing director, Inter- 
national Bureau of Fiscal Documentation. 
Mr van Hoorn.’ presented: a general 
overview of European VAT systems and.. 
the reasons for their introduction. 

. The speaker pointed out (hat the 
European VAT systems have much in 
common since the majority of them were 
based on two directives issued by the 
Council of Ministers of the EEC in 1967. 
There were, however, certain important 
differences, two main reasons for. which 
should be mentioned. 


VAT and turnover tax 


In the original six member countries, 
VAT was introduced as a substitute for 
other types of turnover tax. For practical 
reasons the respective governments 
wished to make the transition as smooth 
as possible by continuing to use terms and 
concepts previously developed by the tax 
administrations and the Courts and under- 
stood by all persons involved in the 
imposition, collection and payment of 
turnover taxes. On the other hand, the 
significance of indirect taxes in. general 
and of turnover taxes in particular in the 
overall national tax systems differs con- 
siderably from one country to another. 
Extreme examples are Italy and Luxem- 
bourg; in the former country, the ratio 
between revenue from direct and indirect 
taxes is roughly 30 :.70. whereas in the 
latter it is more nearly 70 : 30. 

Mr van Hoorn drew attention to the 
rate structures and exemptions and 
pointed our that, in order to keep VAT 
simple, there should be ideally only one 
rate and no exemptions. For different 
reasons, each country applies its own 
rate structure and provides for its own 
exemptions. 

One of the main reasons that VAT 
rates in one country may be considerably 
higher than in another ~ e.g. France as 
opposed to Germany — is that the role of 
indirect taxes, particularly VAT, is 
much more important there than that of 
direct taxes. Such differences are due to 
economic and social, and even to psy- 
chological reasons. 


December 


STUDENT ROUNDABOUT 


_ Pertinent Views at London’s Accounti 


HE third residential course to be held 

this year by The Chartered Account- 
ant Students’ Society of London took 
place at Twickenham from December 
r4th to 16th, under the chairmanship of 
Michael J. Lafferty, a ‘member of the 
committee, — 

The course ~ on the general theme of 
accounting principles — proved å success- 
ful addition to the Society’s familiar 
Cambridge and Oxford residential courses, 
and ‘the oo students. who. attended were 
indeed fortunate in being addressed by 
as many as. seven distinguished speakers 
from the profession. They were: Mr 
Kenneth Sharp, "nm. M.A., F.c.A., Vice- 
President of. the Institute; Professor 
R. H Parker, B:SC.(ECON.); F.C:A., Pro- 
fessor of Accountancy at the University 
of Dundee; Professor B. V. Carsberg, 
M.SC.(ECON.), F.C.A., Head of the Depart- 
ment of Accounting and Business Finance, 
Manchester University; Mr E. R. 
Nicholson, F.C.A., receiver and liquidator 
of Rolls-Royce and a partner in Peat, 
Marwick, Mitchell; Mr J. T. H. Macnair, 
M.C., M.A., CA, a partner in Thomson 
McClintock; Professor P. A. Bird, B.SC. 
{ECON.), A.C.A., Professor of Accounting, 
The University of Kent, and Mr Kenneth 
Wright, M.A., F.c.a., Deputy President of 
the Institute. 


Not an isolated subject 


In his opening address, Mr Kenneth 
Sharp emphasized that accounting stand- 
ards should be ‘looked on, not as an 
isolated technical subject, but as fitting 
into the over-all framework of financial 
reporting’. He went on to explain why 
the Institute first entered the field of 
accounting standards. “The law’, he said, 
‘has fallen ‘behind the social require- 
ments of company accounting. There has 
arisen a social demand for comparability 
between the accounts of different com- 
panies. It was in the context of this social 
demand that the Institute had set up the 
Accounting Standards Steering Com- 
mittee,’ ; 

He also introduced an aspect of 
accounting which recurred throughout 
the conference ~ accounting in the EEC. 
Mr Sharp peinted out that the British 
tradition, in contrast to the European 
tradition, is) ‘non-authoritarian — our 
government only intervenes where the 
public good. manifestly requires inter- 
vention, ‘This allows us a tremendous and 





Mr E R. Nicholson, F.C.A., discusses the 
morning’s news with Richard Vinson, B.A., 
the Society’s Chairman. 


valuable freedom to develop our stand- 
ards gradually’. The Institute, he said, 
would strive to impress upon the Com- 
mission in Brussels the rightness of the 
British approach, but it was crucial, 
however, that every member and poten- 
tial member of the Institute should be 
behind the Council, not only in theory 
but in practice. 

Professor Parker, in his paper, outlined 
the need for uniformity between pub- 
lished accounts at any one time. However, 
there was ‘justifiable uniformity’ and 
‘unjustifiable uniformity’: what was 
needed was uniformity of principle. 
Paradoxically, this sort of uniformity, he 
said, could also be regarded as diversity: 
not diversity of principles, but diversity 
of procedures. ‘We are thus led to 
uniformity of principles combined with 
justifiable diversity of procedures.’ 

Professor Parker went on to criticize 
the Accounting Standards Steering Com- 
mittee for not working clearly towards 
uniformity of principles; however, he did 
say that ‘the committee should be 
supported as the most effective way of 
achieving comparability’. 


Persuasive powers 


Mr Rupert Nicholson was the principal 
guest speaker at the dinner on Thursday 
evening. During an amusing speech he 
developed the theme that chartered 
accountants must, while retaining their 
integrity, remember that they are being 
employed by the client. They cannot, he 


































Conferenc 


declared, assert by véi what SE b ; 
to be correct, but they must rely on t 
persuasive powers. ‘Not only mus 
establish the correct accounting stand 
but, having done this, we must per 
our clients to adapt their accou 
methods, something which they: are 
legally bound to do.’ 


incomplete reasoning. 
Friday morning’s session was openi 
Professor Carsberg witha paper enti 
‘Investment value and accounting sta 
ards’, He claimed that the Institute | 
reached its present position of cor 
with accounting standards becau 
concern with uniformity for its own 
‘The Committee’, he said, ‘did ackn 
edge that no obviously correct, solu 
would be formed but:this. was lost. 
of in a series of statements employ 
half-hearted and incomplete. reaso! 
He thought that this ‘bad logi 2 
discredit the ASSC. ; 

Professor Carsberg’s suggested d 
to the problem was that the In 
should establish as the objectiv 
accounts ‘the provision of inform 
to aid the investment decision’. 
believed that having established 
objective it would be possible to ag 
the most suitable set of accou 
standards and thereby. significant} 
increase. the usefulness of publis 
accounts. : 


Practical problems 


In the afternoon, Mr Nicholson: ga 
a fascinating insight into the practical 
problems of accounting standards.. 
described the GEC/AEI and the Per 
mon affairs, where the use of differer 
but acceptable accounting standards ħa 
brought public attention to the lack 
uniformity between accounts. 
Nicholson went on to describe what 
believed to be the advantages of accou 
ing standards. They would lead 
increased information, increased o 
parability and avoidance of mandatory 
rulings. The disadvantages were t 
impossibility of perfection and inevi 
ability of standards avoidance by up 
scrupulous companies. 

Mr Macnair’s paper was entitle 7 
‘Putting the case in perspective ~ USA, 
Europe and. the UK.’ In contrast to 
previous speakers, Mr Macnair was 





sly less worried about the EEC’s 

ürth directive. It had been suggested 
it the rules and regulations included 

the fourth directive, much of which is 

ased on German company law, were a 
at to the basic philosophy of Anglo- 


Mr Macnair viewed the 

ourth directive to be similar to present 
K disclosure requirements. He also 

uestioned whether there were any 
accounting principles’ and said he felt 

nuch of the debate at present was about 
counting rules’. 


counting — a communications 
cience 
ofessor. Bird tackled the problem of 
ccounting standards from the stand- 
int that accounting is a communications 
nee. He put forward his case by first 
scribing a model of the communica- 
ns ‘system. In order to communicate, 
ender must first produce an abstract 
yhich: he wishes to communicate. He 
must then translate this abstract, using 
“semantic code, into a form under- 
dable by the receiver. Finally, the 
er must solve the technical problem 
‘sending’ the message. On receipt, the 
eiver must ‘translate’ the message 
ng the semantic. code devised by the 
er; The receiver should then arrive 
€ original abstract. 
*rofessor Bird’s argument was that the 
SC was becoming confused between 
he semantic level and the abstracting 
level. Although they were at present 
dealing with both levels, they were not, 
he said, acting as if they were only 
concerned with the semantic problem. 
He believed that the ASSC must pay 
more attention to the objectives of ac- 
counts if they were to come up with a 
satisfactory set of standards. 


the grounds ofthe college between sessions, Mrs Marie Durntord with, /eft to right, Richard Vinson, B.A., Chairman of the Society, Patrick 
rroughs, Mike Lafferty, conference chairman, and Richard Coutbeck. A/ght, Professor B. V. Carsberg, M.Sc.(Econ.), F.C.A., a speaker, shares 
ke with, left to right, John Probert, Tony Gosden, Peter Shepherd and Andrew Borrowman. 


Question forum 

The structure of the conference was new 
to the Society. The discussion was less 
organized than at the Cambridge and 
Oxford courses, with more of a ‘univer- 
sity’ atmosphere to the proceedings. The 





readiness of students to ask questions 
during the closing question forum, which 
was chaired by Mr Kenneth Wright, 
showed that the lectures and discussion 
had promoted considerable thought and 
questioning amongst the participants. 








Accountancy Becoming 
More Outward-looking 


Bradford Students’ Annual Dinner 


HE need for accountancy to change 

its outlook and expand to face the 
problems of management during the 
next 20 or 30 years was outlined by 
Professor Gordon Wills, B.A.(Pol.Econ.), 
D.M.S., M.B.LM., Professor of Marketing 
and Logistics Studies at Cranfield School 
of Management, Bedford, and formerly 
of Bradford University, when he spoke 
at the recent annual dinner of the 
Bradford and District Chartered Ac- 
countant Students’ Society. 

Professor Wills, who was responding 
to the toast of the guests, said there was 
a general move forward in accountancy to 
collect people from a wider and more 
diversified background. From the general 
management point of view in business, 
the accounting profession had to go 
through a major change in outlook 
during the next 20 or 30 years to face the 
problems that management would have 
to face. ‘I think that many aspects of 
accounting practice have got to go ahead 
rapidly’, said Professor Wills. 


Human asset accountancy 
He made special reference to two fields ~ 
human asset accountancy, which he 


described as ‘seeing what returns were 
gained from people’, and investment in 
marketing. Accountants would have to 
pay more attention to intangible profits, 
which had been hustled off the scene in 
the past. 

‘Over the years ahead’, he said, ‘the 
accountancy profession has got to broaden 
into realms not dreamt of before and 
think of assets not easy to account for on 
balance sheets, for instance’ the assets of 


“contacts” in business.’ 

Scrutiny 

Replying to the toast of the Institute, 
Mr Ernest Bainbridge, T.D., FICA., 


President of The Leeds, Bradford and 
District Society of Chartered Accountants, 
said the work and principles of account- 
ancy were under scrutiny at the present 
time as never before. He said there was 
a wider public interest in financial affairs 
than ever before, and financial journalism 
was flourishing as never before. 

The raw material on. which financial 
writers and journalists. worked had been 
provided by accountants. ‘No wonder the 
work of our profession and the principles of 
accountancy are under continual scrutiny 






at the present time’, said Mr Bainbridge. 
Referring to his days as an articled 
clerk 30 or 40 years ago, he said he then 
understood the Institute’s motto, Recte 
Numerare, to mean adding up the figures, 
later to mean balancing the books, and 
then preparing the accounts. “I became 
aware of the fact that book-keeping is a 
science and accountancy an art’, he said. 

It meant making sure the figures meant 
what they said and reflected the facts. 
It was the auditors’ responsibility to 
express an opinion on the truth and 
fairness of the accounts. 

The fear of the tax man, concluded Mr 
Bainbridge, had given way to the drive 





to maximize profits. In concentrating on 
all the technical skills which the account- 
ant had to learn, he had to avoid the 
danger of losing sight of a professional 
man’s greatest strength — his integrity. 


No vague body 
Mr Charles E. Pritchard, City Editor of 
The Yorkshire Post, proposing the toast 
of the Institute in a speech laced with 
humour, said the professional institutes 
were what their members made them. 
‘The Institute is not a vague body that 
operates as some kind of oracle in 
London’, he said. ‘Although the Institute 
may lead the profession, and without that 














leadership the profession would lose 
way, the Institute in operation was 
kinds of accountants doing their work 
practice or in industry — doing it W 
pride in, and respect for, the Institute 
which they were members.’ 


Mr Pritchard said he was sure that 
Bradford all the old in the profes 
grew gracefully in their experienc 
were respected, the new rejoiced in the 
learning and their participation in the vas 
changes of our time, and that the mi 
ranks ~ who did all the work — wer 
more nostalgic of their own rebelli 
youth than they were envious ‘of. th 
elders’ power of delegation. ` 



















Concept of Service Greater tha 
Interests of Se 


Mr Morpeth’s Comments at London Students’ Di d 


CCOUNTANCY had become recog- 

nized today by the public as a great 
profession, and the concept of service to 
that public, and the profession itself, 
should be regarded as of greater import- 
ance than the interests of self, declared 
Mr Douglas S. Morpeth, T.D., B.COM., 
zc. President of The Institute of 
Chartered Accountants in England and 
Wales, at the annual dinner of the London 
Chartered Accountant Students’ Society 
held at the Hilton Hotel, on Monday of 
last week. 

Mr Morpeth, who was responding to 
the toast to the guests, said that the 
profession was going through an interest- 
ing development period, and manage- 
ment, government and investers were 
increasingly recognizing the value of 
accurate and intelligent financial informa- 
tion. 

There was an increasing demand for 
accountants, and a great deal would be 
expected from them in future, not least 
to deal with problems arising from entry 
into the Common Market which would 
require many readjustments. 


Need for objective approach 


Standards of technical ability, he said, 
must continually improve, but more than 
skill was needed. 

Present members and those about to 
join the profession- now one of the 
greatest — had to remind themselves of 
other necessary attributes apart from 
technical ability and integrity. An objec- 
tive approach was a further essential and 


the concept of service to the public and 
the profession should be regarded as of 
greater importance than the interests of 
individual members. 

In their endeavours to meet the higher 
technical skills repeatedly being de- 
manded they must never forget their 
fundamental importance. The ability to 
argue a case and present the facts objec- 
tively was needed today more than ever 


lan Daizell, A.C.A., Treasurer, ACASS. 


Trevor Davis, B.Sc., Vice-Chairman of the London CASS, /eft, with Heather Stuart-Monteith, 
a member of the Society’s committee, Michael Fallows, Secretary, Birmingham CASS, and 










before. Their job was to be object 
rational, and always present the ‘true | 
fair view’. s 

He referred to the impending r 
ment of the Society’s President, Mr G 
Appleyard, F.c.a., and the Secre 
Derek du Pré. Both, he said; had 
unstinting service to the Society 
would be very much missed. a 

The toast of the guests was prop 












evor Cooper, B.Sc., Secretary, Nottingham 
S, eft, talking to David Steeds, M.A., a 
member of the ACASS Executive. 


by Richard Vinson, B.a., Chairman of 
Society, who welcomed among 
ial guests the Deputy President of 
e Institute, Mr Kenneth Wright, M.A., 
“As, whom he referred to as the Insti- 
ute’s number one student negotiator 
d-liaisor; Sir David Pitblado, K.C.B., 
v.0., Comptroller and Auditor-General; 
r © A J. N. O'Sullivan, the Public 
ustee; and student representatives 
all over the country. 

he. Society, he stated, had been 
etting more coverage in the professional 
ress, and was doing a lot of work to try 
ind improve its image, but would never 
eceed without more participation. The 
stitute, he declared, suffered from a 
of it. Given more, there was no 
hg what might be achieved to further 
e lot of the articled clerk. 



































iles for success 

sir Robert Bellinger, opp. p.sc., a Past 
ord Mayor of London, proposed the 
oast of junior members of the profession. 
We live’, he said, ‘in a period of un- 
precedented change. One should at all 
imes be able to measure the contributions 
youth inthe balance with wisdom, flair 
h experience, and harness them for 
net of the undertaking. This was 
true role of the accountant.’ 

Most of the students were now on the 
eshold of their careers and the con- 
uctive period of their lives. The rule 
or success, he said, was simple. Ascertain 


vital » factors 


seen in the successful man, and if these 
simple rules were followed, the money 
would follow. 


Secretary's response 


Responding, Mr Derek du Pré said 
he welcomed the setting up of the joint 
liaison committee because many of the 
problems they faced were simply a 
matter of misunderstanding. 

Referring to the ‘Institute lady’, which 
derives from the frontispiece of Ingliesi’s 
Practica Economica Numerale, published 
in Palmero in 1671, he said she had 
existed for 300 years, and would be, 
according to the grant of arms, ‘for ever 
hereafter’, She stood, he said, for two 


what one did well and make it a life's ` 
work, pursued to the maximum of ability 
and involvement. But mere excellence in 
a personal activity was not enough. Other 
were necessary ~ humian 
relationships and love. These could. be 












s, truth and economy, and 
d be jealously guarded. 




































The Secretary of ACASS, Terence Webb, with 
his guest, Eva Kalinowski. 





LETTER TO ROUNDABOUT 


Procedure at Fault at London's 
Special Meeting 


Sir, — With reference to the article “Lon- 
don CASS Adopts Controversial Rules’ 
(Roundabout, December 14th), may I 
dare to make a few observations. 

The resolution pertaining to the state- 
ment of policy was put before the meeting 
and various aspects were explained by the 
proposer. Due to shortage of time only a 
straw vote was taken and full discussion 
and ultimate adoption was left until the 
next general meeting. 

Ratification of co-option of new members 
was defeated, and another motion, ‘should 
the co-opted members continue to hold 
office on the committee?’ was then carried 
merely on show of hands. It is worth 
mentioning that this motion was not on 
the agenda and was invalid on the grounds 
of improper notice to the members. 

Is this democracy? Is the executive 
committee abiding by the rules and regula- 
tions of the Society? Are we entitled to 
distort the rules simply because somebody 
is individually affected by them . and 
becomes emotional and angry? Under the 
circumstances, the position of co-opted 
members has become completely obscure. 
The motion was frustrated by expressed 
disapproval of the meeting regarding 
ratification and by a straw vote on an 
invalid motion in respect of continuation 
of co-opted members on the committee. 


JOHN FOORD & COMPANY 


61 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


The undignified behaviour of the com- 
mittee for using the name of a person as 
proposer without his permission regarding 
‘election of ACASS delegates’ was never 
explained before the members. Instead, 
the chairman, anxious to get things done, 
then endeavoured to find another proposer, 
but a member ‘came to the rescue’ by 
pointing out that it would be irregular. 

May I in the name of democracy and 
the dignity of young professionals appeal 
to my fellow members to take a keen 
interest and active part in the affairs of 
the Society to see that they are at least 
conducted according to its rules — old or 
new. 

Yours faithfully, 


London NW6, B. A. SAYED. 


SCHEDULE D 
AT BOURNEMOUTH 


On Thursday, January 25th, the Bourne- 
mouth CASS is to hold another of its 
successful one-day courses on Schedule 
D, including the important aspect of 
capital allowances, To be conducted by 
Mr Donald Rich, F.c.a., the course will 
be held. at the Tralee Hotel, Bourne- 
mouth, commencing at 10 a.m. 

The committee would be particularly 
grateful for the co-operation of principals 
in medium- and small-sized firms in 
giving every encouragement to their 
articled clerks to attend. 






01-262 2473-8 
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THE ACCOUNTANT 
Index to Vol. 167 
July to December 1972 


The General Index to this volume - 
July to December 1972 ~ will be 
published with the issue dated January 
4th, 1973. 

The parts of the volume should 
therefore not be sent for binding until 
the index has been added. 


PROFESSIONAL NOTICES 


CaLLINGHAM, Brown & Co, Char- 
tered Accountants, of 38 Finsbury Square, 
London EC2A IPT, and CRANE 
Curistmas & Co, Chartered Account- 
ants, of 7o Old Broad Street, London 
EC2M OU, announce that as from 
January 1st, 1973, they are amalgamating 
their pactices. The combined practice 
will be carried on under the name of 
CALLINGHAM Crane & Co, at 38 Fins- 
bury Square, London EC2A 1PT, and 
the partners of the two constituent firms 
will become partners of the new firm. 

Devorrre & Co and DELOITTE, Haskins 
& SELLS announce the opening on January 
ist, 1973, of an office at 27 Bridlesmith 
Gate, Nottingham. Mr Ian R. Parsons, 
A.C.A., who has been a partner in their 
London firms for a number of years, will 
be the first resident partner in Notting- 
ham. 

Detorrre & Co and DELOITTE, HasKINs 
& Setz announce the admission, on 
January ist, 1973, to partnership in their 


FOR C.A. 
EXAM 
_ PASSES 





‘London firms of Mr Jonn M. HARRIES, 


AN R.R.C. HOME STUDY COURSE prov 
of postal tuition experience and over 
principal Accountancy ex: 
Appreciation, Costing, G.C-E., 


B,SC.(ECON.), F.C.A., who has been the 
partner in charge of the Swansea office of 
their South Wales firms for a number of 
years. 

DELOITTE & Co and DELOITTE, Haskins 
& SELLS announce the admission, on 
January ist, 1973, into their South Wales 
partnerships of Mr ALUN THOMAS, B.A., 
4.c.A. Mr Tuomas, who has been a senior 
member of their Cardiff office staff for a 
number of years, will be resident in 
Swansea. 

DELOITTE & Co and DELOITTE, HASKINS 
& SELLS announce the admission, on 
January Ist, 1973, into their Yorkshire 
partnerships of Mr MICHAEL E. ROBERTS, 
r.c.A. Mr Roperts has been associated 
with their Yorkshire practice for a 
number of years. 

G. E. Hor & Son, Chartered Ac- 
countants, of Liverpool and London, 
announce the retirement of their senior 
partner, Mr GEORGE GLYN OWENS, F.C.A., 
on December 31st, 1972. Mr JoHN 
GLASBY, A.C.A., who has been a member 
of the staff at the firm’s Liverpool office 
for several years will be admitted to 
partnership from January Ist, 1973. 

Mann Jupp & Co, Chartered Ac- 
countants, announce that they will be 
opening an office at 23 Pier Road, St 
Helier, Jersey, Channel Islands, on 
January 1st, 1973. The partners in the 
practice will be Messrs G. F. K, MORGAN, 
M.C., T.D., D.L., F.C.A., G. B. JUDD, M.A., 
FCA, D. L. ADAM, T.D, CA, P. F. 
SPURWAY, M.A., F.C.A„ B. F. WHEELER, 
Soa, 1. G. Boom, F.c.A., J. P. READ, 
r.c.A., A. D. WEATHERALL, F.C.A., A. 
HILLIER, A.C.A., P. E. RUTTER, F.C.A., and 
the practice will be under the manage- 
ment of Mr Dermot J. DIMSEY, A.C.A. 

Messrs Lestre W. MOSCROP, F.C.A., 
CHARLES W. SMITH, F.c.a., F. Roy Coan, 
F.C.A., and James W. TUNBRIDGE, F.C.A., 
announce the formation of a new prac- 
tice under the style of GRIFFIN STONE & 
PARTNERS. Mr STANLEY R. UNDERHILL, 
F.C.C.A., now practising as UNDERHILL & 
Co, Certified Accountants, at 25 Bruton 
Street, London W1X 7DB, will also be 
joining the new firm. The new firm will 
commence to practise on January Ist, 
1973, and will be conducted from 
21 Manchester Square, London WiM 
5AP, telephone 01-935 3793- The exist- 
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ing practice of GRIFFIN Stone, Mo 

& Co, Chartered Accountants, ` 

affected by these arrangements. ` 
Price WaTerHouse & Co (E 


ship on January. rst, 19735. 
FALton in the Dutch firm and M 
Soave in the Swiss firm. : 


APPOINTMENTS 
Mr Arthur Axe, F.c.a.,. who fron 
until recently was financial dire 
Allen & Hanburys, a Glaxo subs 
has been appointed to the parent 
pany, Glaxo Holdings, as the. 
treasurer. The position of. finan 
director of Allen & Hanburys: has 
filled by Mr C. C. Barker, F.c.a., f 
group chief accountant of Glaxo Hold 


a 


Mr A. Axe 


Mr J. R. A. Bishop, F.GA 
appointed a director of Edg 
ments, and Mr G. D. S. Tod 
has become secretary of the comp 


Mr John Coleman, A.C.A., has 
appointed financial controller 
Petroleum Ltd and Isherwoods 


Mr Myles Hogg, c.a. has bee 
pointed financial controller of. 
Dexter Corporation’s C. H. 1 
Division-Chirnside Branch in Berw 
. shire. 

Mr R. McPherson, F.c.A., h 
appointed a joint managing directo 
The United Africa Company, 
special responsibility for finance, a 
and commercial matters. Mr McP 
has been a director of the compan’ 
May 1965. oe 

Mr C. G. Tinne, F.c.a., has 
appointed financial accountant of 
Ocean Group. 


Mr D. S. Williams, F.c.a., has 


all the 
Service, Computer. 











. Africa Company. He will retain his 
“present appointment as chairman of 
Unacil Ltd, 





Mr = Cecil W. Mallinson, D.P.A., 
M.T.A, county treasurer of West 
ussex, has been appointed to member- 
hip of the Computer Agency Council, 
et up to advise the Minister for the Civil 
ervice on the development of auto- 
natic data processing in government. 


"Mr David M. Shalit, F.C.A., a director 
d Charterhouse Japhet and Charter- 
use Development, has been elected to 
1e Court of Common Council of the 
y of London for the ward of Farring- 
1 Within. 























“INLAND REVENUE 
PUBLICATION 


e Board of Inland Revenue have 
iced a booklet on corporation tax, 
eference number IR18, which replaces 
iphlet number 570. 

The new booklet revises and brings 
date the description in 570 of the 
visions concerning corporation tax 
e Income and Corporation Taxes 
1970, together with the related pro- 
ons concerning income tax, and 
ins the new provisions in the 
ce Act 1972 as they will apply to 
taxation of companies and company 
stributions from April 1973. 

ie booklet is obtainable, free of 
rge, on request from any office of 
nspector of Taxes. 


IRST PLACE IN J.DIP.M.A. 
EXAMINATION 


David Howard Cairns, A.C.A., of 
aidenhead, and formerly of Cheadle 
me in Cheshire, has been awarded 
t Prize in the October 1972 exami- 
tions for the Joint Diploma in Manage- 
ent Accounting Services. 

id Cairns, who is aged 26, qualified 
be Manchester firm of Pannell 
trick & Co and whilst so doing 
hree prizes awarded by the Man- 
Society of Chartered Accountants 
Most successful candidate in the 
1969 Final examination, He spent 
months with Carlsberg Brewery Ltd 
ief accountant before joining Black 


| “appointed a director of The United 


independent 





& Decker Ltd, Maidenh 
a senior financial analyst. SÉ 

He feels that he owes a lot of his most 
recent success to the hard work of Mr 
Derek Searle, B.sc.(ECON.), A.C.A, and 
his fellow lecturers at Leeds Polytechnic, 
where he spent one week on an intro- 
ductory course followed by five intensive 
week-ends ending in a week’s revision 
course in September. The encourage- 
ment of Mr Searle and his colleagues has 
proved. well worth while. 


CAESS CHAIRMAN RETIRES 


A luncheon was held at Chartered 
Accountants’ Hall, London, on December 
15th to mark the retirement of Mr 
R. W. L. Eke, r.c.a., as Chairman of 
CAESS (the Chartered Accountants’ 
Employees Superannuation Scheme). 

Mr Eke has been Chairman of CAESS, 
which has existed for 15 years, to provide 
a pension scheme for the employees of 
member firms, since 1957. During this 
period the sclieme has grown into a sub- 
stantial fund with assets exceeding £3 
million on which are secured the pension 
rights of more than 2,000 individuals 
coming from 300 firms. 

At the luncheon Mr E. K. Wright, 
M.A., F.C.A., Deputy President of the 
Institute, said: “Today many pensions 
and life assurance schemes are sold on 
the basis of the hard sell and performance 
is the goal. Often there is a temptation 
to put high short-term results ahead of 
long-term growth and consolidation. 
Working in collaboration with the Char- 
tered Accountant trustees, Mr Eke and 
his colleagues have resisted that tempta- 
tion. The fund has been managed with 
care and caution. 

‘But CAESS’s conservatism has been 
justified and the investment policy has 
enabled a portfolio to be built up which 
has a market value in excess of £2,800,000 
which is more than {£1 million above 
cost. The strength of the fund has just 
enabled it to declare a 15 per cent bonus 
which is an increase to pensions as already 
increased by previous bonuses. This 
makes it one of the most attractive 
schemes, if not the most attractive 
scheme, available. 

“Today Mr Eke retires as Chairman of 
the Committee and in the unfortunate 
absence of the President, I have the 
privilege on behalf of the Council, the 





Committee of CAESS, the members of 


ead, this year ae C 
“the Institute and above all, those mem- 


bers of the fund who are directly in- 
terested in its fortunes, of thanking Mr 
Eke most sincerely for the contribution 
he has made to the scheme’s success,’ 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The Accountants’ Christian Fellowship’s 
next monthly meetings for Bible reading 
and prayer are to be held on Monday, 
January 8th. The subject will be ‘Prayer 
for the Sick’ with special reference to 
2 Kings 20, verses 1-5 and Luke 22, 
verse 42. 

The City meeting will be at 1 p.m. in 
the Church of St Peter-upon-Cornhill, 
London EC3 (entrance in Cornhill, 
near Gracechurch Street), and will be 
led by Mr Leslie Sanders. Buffet lunch 
will be available (charge 25p) during the 
meeting. 

The parallel meeting in the West End 
has been arranged for the same time at 
the Vicarage of Christ Church, 21 Down 
Street, London Wi (near Green Park 
Station), and will be led by Mr Lewis 
Camm. Bring own sandwiches; coffee 
provided. 


“LETTERS REQUISITORY’ 


The solution to the crossword ‘Letters 
Requisitory’, compiled by Kenneth 
Trickett, F.c.A., which appeared in last 
week’s issue, is as follows: 





ei 
ki 


aizmziocanm 











ei 
X 
Pl 


JS m z 


O4 > Oo mz m 
Va 


2 


470 vz A! 


D 





The omitted letters spell out SURPLUS 
ADVANCE CORPORATION TAX. 


STOCKTAKING for audit, stock control, etc carried out by ` 
experts, quickly and efficiently 


ERNES J. GEORGE Q Cr 


THE PROFESSIONAL STOCKTAKING SERVICE GARDALE HOUSE 122 GATLEY ROAD GATLEY CHEADLE CHESHIRE Tel. 061 428 6718 
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CRD 
VAT and the Computer Bureau 


A series of half-day presentations dealing with computer-based accounting systems and 
their application under VAT are being held by Computation Research and Development. 


These presentations will describe the features and benefits of CRD’s standard packages 
covering : 





@ Invoicing 
@ Sales Ledger and Analysis 
@ Purchase Ledger and Analysis 
@ General Ledger 


For further details and dates for the presentations (for which there is no charge) please 
apply to: 
Computation Research and Development 
12-15 Dartmouth Street, London SW1H 9BL 
Tel. 01-930 0665 





Suddenly, anold nameisanewname 


The old name: Long, Till and Colvin, 
leading money brokers. The reason: they've 
joined forces with the sterling section of 
Guy Butler and Co. Ltd., a member of the 
same financial group, in order to provide an 
even more comprehensive and streamlined 
service for people who want to use the 
money market. 

The new name: Butler Till Ltd. 

This Company is in the closest 
possible touch with all areas of the money 
market — short and long term deposits with 
local authorities and banks, the purchase 
and sale of sterling certificates of deposit, 
arid deposits with finance houses and 
leading companies. 

~~ Their dealing rooms in London, 
Manchester and Edinburgh provide direct 
and immediate market information and 
< opportunities for competitive dealing. 

= And these are good reasons for calling 

them, 

Even H it takes you a little time to get 

-used to calling them something different. 


- Butler Till Limite 
-oi Money Brokers. 
84 King Street: London EC2V BER Tel: 01-606 4080 Manchester: 061-228 3521 Edinburgh: 031-225 6167 A member of the Clive Group e 






eene FOR VAT COMMENCED SC Ist 


| READ THIS GUIDE @ 
| WHICH DEALS WITH | 
THE PRACTICAL 
-| ASPECTS OF 
< [IMPLEMENTING AND 
| OPERATING THE TAX 


| EQUALLY VALUABLE 
S TO ALL 
| BUSINESSMEN AND 
| THEIR ACCOUNTANTS 


1 PRICE 45p net 

i än Including 

~ | Postage and Packing 
in U.K. 


Overseas 54p 


ORDER YOUR 
COPY NOW 
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